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FEDERAL STUDENT ASSISTANCE PROGRAMS, 1973 



THURSDAY, FEBRtJARY 22, 1973 

U.S. Senate, 
Subcommittee on Education' of the 
Committee on Labor and Public Welfare, 

Washington^ D,G, 

The subcommittee met, puimmnt to notice, in room 4232, J irksen 
Senate Office Building, at 10:10 a.m.. Senator Claiborne Pell (chair- 
man of the subcommittee) presiding. 

Present: Senators Pell, Mondale, and Dominick. 

Committee staff members present : Stepl en J. Wexler, counsel ; Kich- 
ard D. Smith, associate counsel; and Hoy H. Millenson, minority pro- 
fessional staff member. 

Senator Pell, The Subcommittee on Education of the Senate Com- 
mittee on Labor and Public Welfare will come to order. 

Today, we meet to study the family contribution schedule for the 
basi'j education opportunity grant program established in Public Law 
92-318, which has been submitted by tli'^ Office of Education. 

I am sure the general implementation of the student assistance pro- 
grams, bon: new and old, will be discussed as well. 

These hearings are important when one considers the bTidget figures 
for education contained in the President's budget. For while the 
President has requested funds to initiate the basic grant program, 
there are no funds for those progi'ams on which students are currently 
relying. Funding in this mannar is in direct contravention of the law as 
written. The conference report contains specific langiKige which re- 
quires the funding of the prv^sent programs at present levels before 
the basic grants may be funded. 

I, as chairman of the Education Subcommittee, will attempt to insure 
that the law is implemented as written. ^ 

It should also be noted that when we designed the basic grants, they 
were never looked upon as they only f or ia of Federal student assistance. 
The program is just what it is called: a basic ^rant, or floors and in 
order to make Federal student assistance meaningful, all the Federal 
pro^ramjj must be funded. 

We will be primarily concerned here, however, with the family con- 
tribution schedule, and the thinking of the administration in this 
regard. If the administration witnesses would introduce themselves, 
we would be flighted to hear from thorn. 

(1) 
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STATEMENT OF JOHN R. OTTINA, ACTING COMMISSIONER OP EDTJ- 
CATION, U.S. OmCE OF EDUCATION, ACCOMPANIED BY PETER 
VOIGT, PLANNING OFFICER FOR THE DEPUTY COMMISSIONER 
OF HIGHER EDUCATION 

Mr. Ottina. Thank you very much. Mr. Chairman. 

I am John Ottina, Acting Commissioner of Education; and I have 
with me Mr. Peter Voigt, standing there, who is our Director of Plan- 
ning for Higher Education; Miss Judy Pitney from the Office of the 
Assistant Secretary for Legislation. 

Mr. Chairman and memoers, I am happy to appear before you this 
morning to discuss our proposed family contribution schedule for the 
basic educational opportunity grants program. 

Submission of this schedule to Congress marks the first step in the 
complicated process of implementing this program for the. 1973-74 
academic year. Before we discuss the details of the schedule, and our 
rationale for some of the decisions we have made in devising it, I 
would like to trace briefly the provisions and scope of the basic grants 
program. 

The President's March 1970 message on higher education stated 
as a national goal that "no qualified student who wants to go to college 
should be barred by lack or money." The basic grants program rep- 
resents a significant step toward the achievement of that goal. 

Let me at this time also, Mr. Chairman, acknowledge your personal 
contribution and effort and leadership in enactment of this particular 
program. 

The educational amendments of 1972 state that the purpose of tho 
basic grants and other student aid programs is "tQ assist in maldng 
available the benefits of post-secondary education to'qualified students 
in institutions of higher education." 

The ultimate aim of the basic grants program ,is to equalize more 
nearly the opportunity for post-secondary enrollments for all income 
levels. 

Under the basic j^rants pros^am, determinations of eligibility for aid 
and the amount of aid will be made uniformly across the Nation. This 
contrasts with other OE-administertd student aid programs which, be- 
cause of statutory State allotment formulas and heavj^ reliance on the 
independent decisions of institutional financial aid officers, troat in- 
dividuals differently, although they may have similar needs. 

The basic grants program is intended to provide a minimum amount 
of resources to every eligible student who wishes to attend a post- 
secondary institution — a floor to be supplemented by other sources 
of financial aid available to the student. 

Eligibility is based on a family contribution schedule, developed 
by the Office of Education and submitted to Congress, either House 
of which has the right to disapprove it. The law provides that the 
amount of the maximum grant for which a student is eligible is the 
difference between $1,400 and the family contribution. 

Other statutory rules also enter into determining the air ount of the 
student's actual award- One of the most important of these limits 
grants to one-half the cost of attendance. Another takes into ac- 
count the possibility of insufficient appropriations and reduces fl:rants 
by percentages stipulated in the statute. It is, however, primarily the 
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method for determining expected family contributions which is be- 
fore the subcommittee today. 

Based on our present planning model and assumptions on a family 
contribution schedule, an estimated I/2 million students should receive' 
basic grants in the first year of op'^ration. 

It is critical to the success of the basic grants program that the 
schedule of expected family contributions receive early congressional 
consideration. We are pleased to meet with you today, as early as we 
are in the year, in order hopefully, to gain consideration and the 
ability to move ahead. 

Once an acceptable schedule is in place, and as soon as appropria- 
tions are made for the basic grants program, the Office of Education 
can issue a payment schedule and proceed to implement the program 
in the coming academic year. Any significant delay in any one of these 
steps could severely handicap our ability to make basic grants for 
the academic year 1973-74. For that reason, I am pleased that the 
subcommittee so promptly called these hearings. 

At this point, I would like to turn to Peter Voigt, Director of 
Planning for Higher Education, who is in charge of all phases of plan- 
ning for implementation of the basic grants program. He will present 
in greater detail the elements of our proposed family contribution 
schedule, and a brief description of the program's operation. Of 
course, he and I will be happy to answer any questions you might have 
aL any sta^e in the presentation. 

Mr. Voigt. 

Mr. Voigt. Thank you, Dr. Ottina. 

Mr. Chairman, I am happy to be here this morning to talk about the 
family contribution schedule for the basic grants program. 

Just before going into detail on this schedule, I would like briefly to 
review the way we see the program operating and the timing that we 
see in the first year of the profjram's operation. 

The first chart roughly illustrates the cycle of the awards and the 
involvements of all the agencies who are going to be dealing with the 
basic grants program. 

As soon as we have an appropriation for the basic grants program, 
we will be distributing forms to post offices, high schools, and sec- 
ondary institutions for students to supply data necessary for the cal- 
culation of expected family contribution. 

Mr. Ottina. Excuse me, Mr. Chairman. 

I believe there are copies of these charts in your packet there. 

[The charts referred to may be found in the files of the subcom- 
mittee.] 

Mr. Voigt. Once the student completes the form, he will be sub- 
mitting it to a contractor or contractors who will be calculating the 
family contribution. Jj'ow, we see a very quick turnaroimd time on 
this calculation process. The student will receive multiple copies of 
his certified family contribution based on the data which he supplied 
on the form. 

As soon as the expected family contribution has been certified, on 
the multirle copies of the familv coptribution notification form, the 
student will then submit this notification to the institution or institu- 
tions of his choice. At that point, the institution will have sufficient 
O information to make a preliminary determination of the students 
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award. This information will include the schedule o.f payments; that 
is, the schedule which tells the institution that, given a certain family 
contribution and certain costs, the student's award will be determined 
to be a specific amount. 

At this point of the procedure the student would then receive 
notification of an initial award. When he enrolls in the fall in the 
institution, the school would make a final calculation of his award 
and then would make the payment of the award to him. 

As the institution then incurs expenses under the pro-am, as it 
makes awards to the student, the institution would then bill the Fed- 
eral Government and would be reimbursed for the expenses incurred 
in making tlie award. 

As you can see, the schedule for the first year is somewhat critical 
and is dependent on both the approval of the family contribution 
schedule and on receiving an appropriation for the program. We are 
planning to arrange the payment schedule very shortly after we have 
the appropriation. We are also planning in the very near future to 
issue at least a major portion of the remaining regulations needed 
for institutions to calculate students' awards. These will be regulations 
governing the treatment of cost, governing institutional behavior in 
making the awards. We expect to have these regulations published in 
the Federal Register very early in March. 

I would like to now turn to the proposed system for determining the 
sum of the contributions for the basic grants program. 

Senator Fell. Let me make sure that I understand what you are say- 
ing. As I understand it, the student fills out a form to find out his 
family contribution, which is furnished to — who? The Office of Edu- 
cation staff? Give me an example. 

Mr. VoiGT, Well, we are at this point — this morning, as a matter 
of fact — issuing a request for proposal, a request for bid 

Senator Pell. A request for bid. 

Mr. VoiGT. OK; to various agencies, for the development of a 
system and the implementation of a system for the calculation of fam- 
ily contributions. 

Senator Pell. Do you mean to saj^ that 6 months after Ihe bill was 
passed, you are only now issuing an invitation to bid ? 

Mr. VoiGT. Mr. Chairman 

Senator Pell. I correct myself. Eight months after the legislation. 

Mr. Ottina. Mr. Chairman, some of the elements of our development 
dependsd upon these family contribution schedules themselves. As a 
matlev of fact, we can't be sure that the contractor can proceed with 
certainty that each development is indeed the correct one until we 
have a^^surances that the family contribution schedules we have pro- 
posed are the correct schedules. So we are dependent upon that aspect 
for successful conclusion at the time. 

Senator Pell. I would express my own deep disappointment that 8 
month9 after the bill is passed, you are just now starting to implement 
the program. 

This ?5 your final version that you will be sending up now? 
Mr. Ottina. This is our proposed final version. 
Senator Pell. Your final version ; yes. 

But why could not — I am curious — why have you not sent this out 
earlier and then we could have had your proposed version at an 
ep.rlicr date? 
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Mr. OiTiNA. Our proposed version was a draft version that \ve were 
discussing and were trying to receive the conianents from many sec- 
tors, including financial aid ofiicers, institutions, members of various 
organizations, to derive what our program was. It is impossible to 
develop that system until, as I said earlier, we have a final schedule. 
So that the liVP in a real sense depends upon the family contribution 
you get. 

Senator Pell. But what I cannot understand is why you have to 
have the familv contribution before you stait looking at tlie proce- 
dure. Tile family contribution can change the amount. The procedures 
would be the same. 

Mr. Ottina. Well, the basic information that is to be taken into 
account, in terms of calculating the family contribution itself, is 
what the contractor needs in order to develop the data pi'occssing 
system to calculate the family contribution. 

For example, for some reason, the particular set of items that \7e 
are asking the applicant to supply, which are contained iji tlie schedule,, 
might liave omitted a particular item. We could invent one together. 
Then, the system would have to be changed, including the appljcation 
f onn, and how to process it to take into account the effect of whatever 
that particular item was. Until all of the items f^.VQ known, we cannot 
guarantee that the system being developed is the correct rystem. 

Senator Pell. In other words, the form— the student fills out a rough 
form, which generally you have 

Mr. Ottina. We do haviB a copy of that ;form. That is a draft copy. 
That form itself depends upon the family contribution schedule. 

Senator Pell. This is what the student fills out to start off with. 

Mr. OrriNA. That's correct, sir. 

Senator Pell. Then he — who does he give that to ? 

Mr. Ottina. He mails that to one of the successful bidders, one of 
the contractors that we were discussing earlier. 

The contractoi then, using the schedule that has been approved, 
determines the family contribution. He in turn returns to he applicant 
a number of similar statements which show the family contribution 
that is expected in his particular case. 

Senator Pell. Why wouldn't it be simpler to skip the contractor 
and have the student ask the student ai(i officer of the institution to 
work on it? And this would greatly please the student aid officers. 

Senator Ottina. The student aid officers do and will have a role in 
the second step of this process, which is what 

Senator Pell. I realize that. But my question to you is : Why can't 
they be sufficient ? 

Mr. Ottixa. We were attempting, since it is an entitlement program, 
to define very hard criteria in a uniform administration of the eligi- 
bility determination. We were trying therefore to limit the number of 
people, tlie number of sources, which would review this very basic 
calculation, in order to be able to insure that it was indeed uniformly 
administered and uniformly calculated. 

It is a detailed arithmetic computation of which there is no discre- 
tion. Therefore, we thought we were placing really an unnecessary 
burden on student financial aid officers since it is a computational 
process. It is not a discretionary process at all. 

Senator Pell. Wliy couldn't the Government do it itself? 
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Mr. Ottina. Because it would require a staff, and an expense. We 
felt there were :n existence different sectors who had that capability 
and who could therefore render that service. 

Senator Pell. 'Wliy not the Office of Education, which from a per- 
sonnel viewpoint, has gone up about 40 percent in the last few years? 

Mr. Othna. We did not request personnel for this particular ac- 
tivity in our proposed budget. 

Senator Pell. What is your rough estimate as to cost? Twenty-five 
cents a student, or what would be your estimate ? 

Mr. Ottixa. Probably somewhere between the range of 75 cents 
to $1.50 per student, per calculation. 

Mr. VoiOT. We are estimating perhaps as many as 3 to 4 million 
applications being processed; so that we are essentially talking about, 
for the Office of Education, a very large processing activity. 

Senator Pell. All right. 

Does the contractor take the form, this thing here, and then he puts 
somewhere on the piece of paper the amount of money that he thinks 
the student should contribute. 

Mr. OmxA. He would actually be sending back to the student a 
different form, not that particular one, which would sho^v to the stu- 
dent who had applied, the amount of family contribution that is ex- 
pected and therefore the maximum eligibility that he has. 

The student would have, let's say, five such copies. He could then 
send one to the University of Khode Island, send one to the Com- 
munity College of Missouri, one to Harvard, and one somewhere else, 
where the financial aid officer at each of those institutions would make 
a calcualtion on the amount of the award that the student could re- 
ceive, based on cost, of instruction of that particular institution. This 
would enable the student then to make a determination on which one 
of the many institutions available in the United States. 

Senator Pell. The student assistance officer coiild heln fill this out, 
some students I think would find it a rather complicated form. 

Mr. Ottina. We have tried to ask of the student only essential 
financial information that we thought was available to him. It is in- 
formation which is typical — financial status information, which we 
think is essential, and is required in order to compute what the family's 
contribution can be. 

Senator Pell. I can't read the writing where you have assets and 
liability, something about — the writing is too small. What does it say ? 

Mr. Ottina. Mr. Chairman, we have a presentation on that particu- 
lar element. We have a sample calculation that we would appreciate 
very much going through and I think each of the items will become 
clear. Also, we plan to issue an instruction page, which will help. 

Senator Pell. At any rate, going on further ; we can come back to 
that. 

Then this form is stamped; and then, five copies of this are sent 
to the student ; right ? 

Mr. Otthsta. Excuse me. I used the word — what the student receives 
is the amount x)f the family contribution that is expected based on 
our calculation. " 

Senator Pell. In quintuplet. 

Mr. Ottina. In — I don't know if quintuplet is the right number. 
I was using that as a example to illustrate my point. But in multiple 




7 



Senator Pell. And then the sturipnt sends it to the institution of 
learning to ^vhich he has appliea. 
Mr. Ottina. Yes. 

Senator Pell. And he doesn't have to do it when he applies; and 
then the institution calculates the individual award in case the in- 
stitution charges less than the amount for which he is eligible; is that 
correct? 

Mr. Ottina. There are two other factors which the institution must 
take into consideration. 

Factor 1 is the cost of instruction in attending that particular in- 
stitution. The maximum set by law is $1,400 less the amount that is 
calculated on that form. It may be that a student, because he is at- 
tending an institution which is relatively less expensive will not re- 
ceive the maximum that he is eligible for, because the award cannot ex- 
ceed half of the cost of instruction. So that aspect of it can best be 
done by the institution, since it is aware of particular costs affiliated 
with that institution. 

Second, in case the appropriation is less than what has been t^ • .aed 
full funding, there is a reduction schedule which would be cl< • eioped. 
The institution would then reduce that award according t.' che sched- 
ule; so that there are two other steps in addition to the first step we 
talked about. 

SenatorPELL. Carry on. 

Mr. VoiGT. To get back to the schedule of expected family contri- 
bution, I would like to mention that in the development of any sched- 
ule it is essential to assess the amount that a family can be expected 
to contribute to education. 

In the development of our proposed system, we keep the following 
thinfi^s in mind : 

First, we have tried to make the proposed system as simple as pos- 
sible with an eye eventually to having a system where the student can 
do his own calculations. Second, we try to achieve national consistency 
in measuring the family's ability to provide assistance in an equitable 
manner. 

In achieving this national consistency, wo cannot take individual 
circun^.dtances into account. And third, the \stem we are proposing 
would be used for the basic grants program only. 

Mr. Chairman, the best way to explain the. system that we are 
proposing is to present an example, of the determination of a family 
contribution. 

Our first example is for a student who is dependent, who comes 
f'^om a family having four members; one of these family members 
is in higher education ; and one of the parents is working. 

First, in determinincr the student's expected family contribution, 
we take into account the parents' adjusted gross income for previous 
tax year. We have used this because it is very desirable not to require 
parents or students to have to estimate their incomes for the current 
year. 

We have seen some studies which show that uppor-income students' 
families traditiopally underestimate their incomei^ and lower-income 
families traditional overestimate their income, fherefore, we can 
verify the data that are provided for the prior tax yea^ for family 
^^^ancome. In our case, the family had a gross income of $5,340. 
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The next item 

Senator Dominick. May I interrupt atthis point? 
Mr. VoioT. Sure. 

Senator Dominich:. I just want to know whether this is what you 
are doin^ now, or wliat you anticipate doinf^ ? 

Mr. VoiGT. This is the system that we are proposing to use, and 

Senator Doineinick. It is not similar to any thhigs you are doing now ? 
Mr. VoiGT. No ; it is not. 

Senator Dominick. Is there presently any basis for comparison? 

Mr. VoiGT. Well, this is a new program. There are several needs 
analysis, agencies in existence; and tho vcsxilt of this system roughly 
parallels the outcome of the systems used by the major agencies., In 
addition, I think on this item, those agencies are also using prior-year 
data. 

Senator Dominick. Yes. 

Well, we got into a real flap last year over the fact that we didn't 
have any simple way of determining student financial needs and that 
was corrected by an emergency resolution which I put in. 

And I realize that we have got a different computation here and 
that we are dealing with grants rather than loans. 

What I am trying to do is find out whether the computation is being 
simplified or complicated. And we can't do that unless we have got a 
comparison. 

Mr. VoiGT. I think 

Senator DomiKICk. Maybe you could give us, as well as what you 
arc doing prospectively here, what you are doing in any other program 
which may be similar enough for a comparison. 

Mr. Ottina. Senator Dominick, this is a program that was recently 
enacted, and it has in it of provisions which differ somewhat by law 
from the quaranteed student loan program. So I think you will find 
some natural differences which are required. 

We would be pleased to try to provide tliis to you. 

Senator Dominich:. That would be fine. 

Senator Mondam. He had a table with which he worked out the 
impact of three separate computations — ^the one proposed by the Fed- 
eral Government, the College Scholarship Service, and the American 
College Testing Service — and I think those two questions we have are 
the cnuestions we have raised. Wliat about the proposal for Federal 
funding? Because it is in niy opinion substantially different as for a 
Minnesota farm family, who is considered a small businessman. 

Mr. VoiGT. The next item we are trying to assess in the family's abil- 
ity to pay for post-secondary education, will be the other parental 
income of the family. That income would include tax-exempt income, 
such items as tax-exempt bonds, the other half of capital gains income, 
welfare benefits, untaxed pensions, et cetera. We feel that these items 
must be taken into account before you get an accurate picture of the 
family's financial strength. 

From these two items, then, these two income items, we then sub- 
tract the parents' income taxes paid on the income for the prior year, 
and come up with the figures for the effective family income. In our 
case, that will come out to $5,194. 

Senator Pell. May I interrupt ? 
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I think it would be of interest if you had what the award would be, 
using two formulas. 
Mr. VoiGT. CSS and ACT. 

Senator Pell. Ma^^be you could have one of your staff figure out 
what the amount of that would be using those formulas, 
Mr. VoiGT. For this family ? 
Senator Peu^. Yes. 

Mr. Ottina. I'm sure the committee is aware that on an item-by- 
item basis, you will find differences in the systems. However, overall 
the final results are similar. 

Senator Pell. They would expect it to be different, but it would be 
of interest to mc now. 

Mr. Ottina. Yes. 

[The information referred to and subsequently supplied follows:] 
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Donald Jones 

In addition to the infonr.ation presented, the following is assumed for 
purposes of coniparison and calculation. .Donald Jones comes from a 
fprn'ly with tv:o parents and two children. Only one of Donald's 
parents is employed. The Jones family resides in a state wher6 there 
was no state income tax in the base year. Donald's father is A5 years 
old. Donald is the only nember of his family enrolled in higher education 
and will be a freshman in the coming year. 
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Joe Smith 



in addition to the information presented, the following is assumed for 
purposes of comparisjn. Joe Smith lives with his mother who is a 
single parent head of household. His mother lives in a State with 
no State Income Tax. Joe's mother is 45 years old. Joe is, of course* 
the only member of his family enrolled in higher education during 
the coming year and he will be a freshman. He receives Social 
Security educational benefits of $648. 
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Judy Dean 



In addition to the information presented on the attached chart(s) the 
following is asjumed for purposes of comparison. 

Judy Dean is an independent, 23 years old, 'who is in her Junior year 
of college. Her adjusted gross income in the base year was $1,1C0 
and was non-taxable. Since she is single, under the^ Basic Grant 
Program, her family size offset is $700 which means that $400 
discretionary income is available and of that amount 75% or $300 is 
expected to be available to pay her educational costs. Her net 
assets are $600 which provides a contribution from assets of $198 
when the 33% Basic Grant student asset rate Is applied to Chat amount. 
Her total contribution from income and fosets is $495. 

Under the College Scholarship Service System the full amount of her 
net income ($1,100) is expected to be available for educational 
costs as well as $150 from her net assets for a total contribution 
of $1,250. The contribution from assets is determined by subtracting 
CSS^s standard $300 emergency allov^ance for single independent students 
and the reina: ider is divided by the number of years of school remaining. 
Since Judy will be a Junior she has 2 years remaining and $150 is, 
therefore, expected. 

Under the American College Testing System, Judy's contribution is 
slightJ.y higher since no asset reserve is allowed. The other 
proceclures are similar to those used by the College Scholarship 
Service. 
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Charles Smith 

Charles Smith is an independent student who is married with no chil- 
dren. His wife earned $1,000 during the base year. Mr. Smith earned 
$2,285 and is a veteran who will receive i261 a month for nine months 
01 ^Uudy during tiic acadt2r:iic year. 

Under the Basic Grant award determination systeirf the student's veteran's 
benefits of $220 plus the $41 dependency allowance, la treated as 
follows: One half of the student's veteran^ s benefit^) is considered 
as effective income of the student; one half of the dependency allowance 
is considered as the adjusted annual income of the student. Thus, 
9x$4l=$369 one-half of which is $184.50, which is added to the 
applicant's earnings of ^2,285 and his spouse's earnings of $1,000 
to produce an adjusted annual income of $3,470. 

The contributions expected by the American College Testing Service 
and The College Scholarship Service appear considerably larger than 
those calculated under the Basic Grant System because the spouse's 
expenses are considered direct educational expenses of the student 
rather than as an offset against income. In addition the full amount 
of a student's veteran's benefits is considered as a contribution to- 
ward educational expenses by ACT and CSS, 
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Mr. VoiGT. Next in our calculations for expected family contribution 
we take into account a number of possible expenses of the family, which 
are subtrag^ted from the family's effective income before coming up 
with a discretionary income figure. 

The first of these items is a family size offset; that is, an allowance 
for food, shelter, and other family needs which will vary according to 
the size of the family. For example, a two-member family woula have a 
family-size offset of $2,800 ; a six-member family would have an offset 
of $5,700 ; a 10-member family of $8,4r00.* 

We have used for the offset the weighted average threshold at the 
low-income level from Social Security estimates. 

Senator Pell. What does "offset" mean? I don't understand that. 

Mr. VoiGT. By "offset," we mean an expense item that is necessary 
for the family, which would be subtracted from income before a con- 
tribution is expected from that income. 

Mr. Ottina. The basic philosophy, Mr. Chairman, behind all this is 
that it is hard to determine how much income the family has which 
should be devoted to educating the children; and in that sense, we are 
trying to take into account all of the obligations which should be sub- 
tracted from the basic income prior to determining what that amount 
should be. 

What we are trying to reflect right here is how much income is re- 
quired by that family to maintain its housing, its food and other 
necessities of life ; so we have developed this table, so to speak in which 
we would, according to family size, subtract^ an amount of money 
which is based on some empirical evidence which we have determined is 
about the average tliat would be required to maintain a family of this 
size. 

Senator Mondale. In a particular area. Because in the State of New 
York, for example, it is more expensive to live than in the State of 
Alabama; so it is discretionary, this offset figure. Does that vary ac- 
cording to States ? 

Mr. Ottina. It does not vary according to States. We have a national 
table ; it is not varying according to States. 

Senator Mondale. You ought to determine it by State. There is a 
substantial difference because New York— New York has to be twice 
as much than the cost of living in California and New York compared 
with Alabama and Mississippi. 

I think that you will also find the f^tandards in Utah— also vary, but 
roughly to the same proportion as New^ York and Alabama, too. 

Mr. VoiGT. We have looked at data and tried to take that into ac- 
count. S o has the 

Senator Mondale. Did you have a considerable number of studies on 
that question? . , 

Mr. VoiGT. ACT and CSS have not been able to come up with a satis- 
factory formula for taking into account regional differences, even dif- 
ferences within States and counties. ■ 1 i. • 

Senator Mondale. Once again— all three formulas seem, in determin- 
ing what the family can safely pay for the child— to make an offset by 
size of family. But the formnl'a you propose <rives less of an offset for a 
lar^rer family than the other two formulas. Is tliat correct ?^ , 

Mr. VoiGT. For the larger family. For the smaller family, I think it 
would 
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Senator Mondale. Which means then that since poverty varies, 
ainong other things, by the size of the family, that we \\\\\ have fewer 
children going on to college if they have large. families. 
^ Mr. Ottina. Sir, if I might again 

Senator Mondali:. li poverty has anything to do with it. 

Mr. OtxIna. There are in this calculation a number of steps and, as 
I tried to indicate earlier, in some of them you will find a sliade left and 
some of them you will find a shade right. 

But later in the calculation is wliat you might term from the refer- 
ence point that you are using, a more generous treatment, which I think 
offsets wliat we were talking about here. What we need to look at is 
the aggregate in terms of the treatment rather than any particular 
specific item. 

Senator Mondale. But suppose you had six kids in the family and 
you would like them to go on to college. 
Mr. Ottina. Right. 

Senator Mondale. Your formula would help that family less than 
any of the other two accepted formulas. 

Mr. Oitixa. I doji't think that is a fair statement. 

Senator Mondale. Based on the size of the family ? 

Mr. Ottixa. Because you are taking into account only one element 
of that formula. 

Senator Moxdale. That's all I want to talk about right at this point. 
Looking at that one element, you give less than either other formula ; 
is that correct? 

Mr. Ottixa. That is correct, sir. But that is not the calculation 
whicli is totally involved in terms of determining what the student can 
receive. 

Senator Pell. Carry on. 

Mr. VoiGT. The second offset tliat we take against income is unusual 
expenses. Here is an offset where we try to recognize special circum- 
stances in families tliat truly have unusual expenses. We try here to 
identify those kinds of expenses which are truly unusual which are 
not normally deducted for income tax purposes. Included are such 
items as mecticine and drugs, and other medical expenses, plus casualty 
and theft losses. 

We are proposing to include those items as an offset, which are in 
excess of 20 percent of the effective family income. Again we try to get 
at expense items which are truly unusual. 

In our case then we would not have any unusual expenses. 

The next item would be 

Semu Pell. Could you give us an example of what you consider 
as unusucii expenses ? 

Mr. VoTGT. Those would be medical expenses, and actually losses 
and theft losses. 

The next item is an offset that is to be taken when both parents are 
working or when there is a single ]>arent family and that parent is 
working. It attempts to recognize that additional expenses are in- 
curred if both parents are employed, expenses such as clothing, car- 
fare, essentials, et cetera, or for those expenses of the emploved single 
head of household. The offset that is to be taken here is to be 50 percent 
of the lower of the two incomes, and this offset is not to exceed $1,500. 

Mr. Ottina. Senator, if I may interrupt here, this is an instance 
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that you were talking about in that Tve do allow an offset for a single 
parent which is not allowed by one of the major need rauilysis aj^encies. 

Mr. VoiGT. These offsets aixi then all added up. In our case, there 
is only an offset for family size, which is suHracted from the effective 
family income to get at the figure for the discretionary income of a 
family, that income from which a portion can be expected to be con- 
tributed toward the student's education. 

For the basic grants system, we are proposing to expect 20 percent 
of the discretionary income from the first $5,000 of such income, and 
30 percent of such income from any amount above that $5,000. In our 
sample here, we would expect a contribution from discretionary in- 
come of $179 from that family. 

Mr. Ottixa. Mr. Chairman, would it be helpful as we go through 
tho items to make comments about the need analysis service's and how 
they treat these items in comparison to our system. It seemed to be on 
Senator Mondale's and Senator Dominick's minds. If it is distracting 
to you, I won't do it. 

Senator Pell. I just wanted to make sure we all understand what 
you are saying, what is the applicable rate? 

Mr. Ottina. We are proposing two rates. i 

Mi. Voigt. Any amount under $5,000 of discre#lonary income, we 
are suggesting a rate of 20 percent. 

Senator Pell. But how can you possibly make that assumption for a 
family with $5,000 a year, two children . living in the average industrial 
State? Maybe in Alabama they could? Because one-fifth of their 
income 

Mr. Ottixa. It is not one-fifth of their total income. Senator. It is 
one-fifth of their discretionary income after the Federal taxes paid and 
the family-size offset have been subtracted. 

Senator Pell. Could you submit for the record the standards of the 
family-size offset figure that you had. 

Mr. Ottina. We would be pleased to. 

[The information referred to and subsequently supplied for the 
record follows:] 

Basic educational opportunity grant program 
ramUy size : ^ Allowance 

2 $2,800 

3 3,350 

4 4, 300 

5 5,050 

6 5,700 

7 6, 300 

8 7.000 

9 - 7,700 

10 8,400 

11 9. 100 

12 ' 9, 800 

Mr. OrriNA. Mav I point out aofain that on an individual item-bv- 
item comparison the various systems differ; however the net effect 
on the entire population is roughly comparable. 

Senator Moxdam. I think one of ^he things that is standard is that 
when the administration was proposing this concept of the basic grant, 
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the cost was estimated at being about $1.2, but now that it is support- 
ing the concept, I think it is about half of that, $600 million; and this 

what I fim trying to get really clear in my mind what 

Mr. Ottina. Our estimate of full-funding, which is what is being 
proposed for fiscal year 1974, is $969 million. 

Senator Mondale. $959 million versus $1.2 billion 

Mr. Ottina. You will I think also find that the concept has changed 
slightly. 

Senator IVIondale. Since there are three competing student entitle- 
ments under these rules, the so-called Federal funds, could you tell us 
what the national cost for running each of those would be? I think 
the answer to Senator Pell is that at the time this measure was being 
considered, I know it was my understanding that we assume that one 
of those two existing fonnulas would be used. Tlie introduction of this 
Federal formula, I think, greatly increases the cost of the student 
and reduces the cost to the Government. I may be wrong in that, but 
certainly the material I have 

Mr, Ottina. Our experience, Senator, was that there were points in 
the formula that wf^re points that wc would support and differences in 
the formula which we felt needed alteration. 

I think that in rough response to the question that you have asked^, - 
that our estimtaes are that if you applied any one of the three formulas', 
to the full funding criteria, which is the measure I think is the most 
accurate to use in termt. of requested funds, with the 

Senator Moxdale. Well, T don't see how that can be, because to use 
these three formulas in comparison with the average family — let's 
take a family of three — under the Federal formula, as you propose, 
that family has to contribute $412. Under tlie CSS formula, it is 

Mr. Ottina, Senator 

Senator Mondale. In any case, we use net worth, $15,000 here. Under 
the Federal formula, the studcT.^ with — the family would have to 
contribute $787. Under CSS $405 and another $70. So that under 
every formula your proposal costs the family substantially more than 
they would pay under the other two formulas. That is bound to save 
a lot of money, isk'*^> it ? 

Mr. VoiGT. In our evaluation of the specifications of the CSS and 
ACT systems we find tliat on a case-by-case basis there are some dis- 
siriilarities ; the overall results are comparable. 

Senator MoNDALE. With all the due respect, I happen to suspect that 
almost every student aid officer who got tliis proposal would be for 
postponement because they said that the average young man or woman 
from a farm in Minnesota will not get any help in the position of a 
small businessman ; and they think they could benefit 

Mr, OrriNA. I think, Senator, if we may proceed — there are two 
elements in these various formulas that I think ar beginning to come 
out more clearly. One is the treatment of assets, the other is the treat- 
ment of student income. If we may proceed for a moment to go through 
the full process, then, if you would like, come back and talk about 
what the different treatments are 

Senator Pell. Well, we will try to restrain oui^selves. 

Mr. VoiGT. The next item tliat we consider in determining family 
contribution is all assets of the famil}' — businesses, homes, savings, 
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and cash accounts. After subtracting the debts on these assets from the 
total we arrive at a total net asset figure for the family. 

We excuide from the total assets consumer durables such as auto- 
mobiles, furniture, appliances, etc. 

Mr. Ottina. Excuse me. This is one of the parts ^vhere perhaps there 
is confusion in calculating the contribution from the farm assets. It 
is based on equity, not tlie value of the farm. The equity 

Senator Mondam. Ygs. All three plans include equity. The differ- 
ence is that you jump that figure u]) so high that it is going to cut out 
most of the farm kids in Minnesota and most of the children of small 
businessmen. It is not a question of whether equity should be con- 
sidered; it is whetlier there should be sucli a radical increase in the 
expected contribution of these fanners as your Federal formula 
provides. 

Mr. VoiGT. In looking at the assets and trying to assess what could 
be expected from them, we recognize, of course, tliat families use their 
assets for other reasons than sending their children to school. We have 
therefore suggested a reserve on assets of $7,500. AVe determined the 
amount of the asset reserve by looking at statistics on the mean asset 
position of families by family income. 

These statistics show rougl:ly that a family with an income rani2:e 
of zero to $G,000 has a mean asset position of around $8,750, a family 
with an income of $6,000 to $0,000 lias a mean asset position of $5,750, 
and a family with an income of $9,000 to $12,000, has a mean asset posi- 
tion of roughly $8,250. 

Senjitor Pell. May I ask here whether the law required that you 
bring in the assets of the j^arents. 

Mr. VoiGT. The law does not require that we take into account assets 
and we will be collecting thiy infoiiniUion from the student on the 
application foiTn. 

TREATMENT' OF ASSETS 

Senator DoMr'tCK. Well, we had a big argument about the treat- 
ment of assets in conference. 

What do you do with a farmer who has maybe $10,000 worth 
of land but can't grow a productive crop on it ? What good are assets 
when it doesn't help in sending a Irid to school ? 

Mr. OrnNA. The law as we read it does call for the treatment of 
assets 

Here it is. If I might read it. It is a very short sentence and it is 
under section 411, roman numeral V — roman numeral IV \mdemeath 
that. It sa-^s "The amount of the aasets of the student and those of the 
student's family." 

Senator Mondalk. Tlie point is not that we shouldn't calcul-^.te as- 
sets. My point is that you are changing it radically to adversely affect 
the children of the small farmer and the small businessman. I think 
the r^uestion is whether you are going too far; because, as Senator 
Dominick points out, if you are a marginal farmer and you need all of 
3"0Ur assets just to eke out a living, there is no point in looking at those 
assets as the source of a loan to pay for the cost of education. 

In Minnesota, the average farmer makes $3,500 a year. So you say, 
well, why don't we borrow on what little reserve he's got? It's not 
there — not if he wants to keep farming. 
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Mr. VoiGT. We will be expecting the stude.it. and liis family to fur- 
nish us with all of the data necessary for the contribution determina- 
tion, including assets. We ^vill be issuing instructions with the applica- 
tion fonn telling the family how to complete the form and submit 
the data. 

Due to the number of applicant-s that we expect under the program, 
we cannot validate all of the items collected; but we are planning to 
validate them on a sample basis. 

To continue with the treatment of assets 

Senator Dominick. Let me just give you an example here. 

You could have a farm whicli in o]ie case might be worth a consider- 
able amount of money if he gets a good crop out of it one year ; and the 
next year it isn't woith anything. A small business could be worth 
something one year and nothing the next year. 

You have got a requii-ement in here for the family, I gather, in 
terms of value of assets, to ti*y and decide for themselves whether they 
ought to base it on market value or valuation in terms of land. 

Now. you could have it on the question of whether it is a growing 
area and be classified as agricultural land or suburban land. You could 
do all kinds of things and for the life of me I cannot see what real value 
it would have in determining whether parents can contribute to a child 
in college as to whether or not their assets are liquid or not so that they 
can do something with it. Are you going to require them to sell the 
assets? Suppose they have $100,000 worth of assets? Are they going to 
have to be required to sell them ? 

Mr. VoiGT. No ; what we are trying to do by looking at the assets is 
to assess the financial strength of the family. We feel that the family 
.laving a $5,000 income with zero assets is in a weaker position than a 
family having the same income with $50,000 or $30,000 in assets. We 
f ael that it is a matter of equity. 

In addition, we are expecting, after the $7,500 asset reserve, that 5 
percent of assets be contributed toward the student^s education. That 
seems to be roughly the growth rate of bank accounts. It would also be 
the growth of land value. We expect that the 5 percent rate will leave 
the family usset position rviughly unimpaired. 

Senator Domnick. Yes; but this — ^what you are doing by the time 
you get down to your own example is that yon have got to add $125 to 
$179 and determine that that is their respective contrioution as opposed 
to the other, and their assets may not be liquid. If they have to bell the 
assets, they are in worse shape than they were before. 

Mr. Ottina. The problem of treatment of assets is a very difficult and 
complex one. The problem of equity, nationally, is the goal that we 
were trving to reach. It is very hard to make judgments about whether 
$15,0C0*in a farm in rural Colorado is different from $15,000 of equity 
in a home ;n Providence, R.I., or a $15,000 savings account in your 
home State, Senator. These are the kinds of judgments we are attempt- 
ing to make here. 
I share your concerns that the solutions are not easy. 
Senator DomxiCK. We are dealing only with grants in this case, 
not with loans? 
Mr. Ottina. Yes, sir, that is correct. 
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Senator Dominick. OK; I am Sony, Mr, Chnirman. I apologize for 
interrupting. It is just that the treatment of nonliquid assets has been 
of concern to me for some time, 

Mr. VoiGT. As I indicated, AV(\are expecting after the STj/^OO reserve, 
a contribution of 5 percent from the remaining assets. In our sample, 
we have a family with a total asset position of ^10,000. After subtract- 
ing the $7,500 this family has $2,500 iu assets from Avhich a contribu- 
tion may be expected. An assessment rate of 5 percent would result in 
a contribution from assets of $125 for that family. 

This asset contribution has been added to the contribution from 
discretionary income and, in our case, the IcA^el of, for Avant of a better 
term, standard contribution from this family is $304. 

Next we make an adjustment for the number of persons in that 
family Avho are enrolled in postsecondary education. These rates were 
larrived at after looking at actual contributions made from nnUtistudent 
families and range from 100-percent expectations, in our case of $304, 
for one student in postsecondary educ^ition; to 70 percent of the con- 
tribution for each student enrolled Avhen tAVo students in the family are 
enrolled in postsecondary education ; to 50 percent from each student 
when three students are enrolled; to 40 percent when four or more 
students from the same family arc enrolled in postsecondary education. 
Iu our case, since there is only one member of the family in postsecond- 
ary education, we are expecting 100 percent of the standard contibu- 
tiou to be contributed toward that student's education. 

The next item we come to is tlie effective income of the student. 

Here, we are including one-half of the veterans' educational benefits 
received by the student and the social security educational bcuiefits 
received by the student. These are Federal programs for su]:)porting 
students in postsecondary education ; and we are expecting 100 percent 
of those two amounts, as we mentioned, 

Mr. Ottina. Mr. Chairman, if I might just interject here, this is 
one o^f the differences we were talking about earlier Avliich changed 
our estimates of the total cost of the program from the $1.2 billion 
we discussed earlier. 

Senator Mokdale. How do these formulas that you referred to 
deduct from the estimate ? 

Mr.^ Ottina. Our understanding is that for the bottom of the spec- 
trum in terms of family income, they are not taken into consideration. 
From the higher end of the spectrmn they are considered. 

Senator MoxDALB. What do you do at the bottom ? 

Mr. Ottina. We treat it all the same way, regardless of family 
income. 

Senator Mondale. A student going to school from a poor family 
under the earlier, traditional college formula would bo permitted to 
keep his veterans' payment; but under your formula, his BOG graiit 
would be reduced by one-half of the amount of the veterans' benefits? 

Mr. OiTiNA. That is right. Part of the difference is that we are try- 
ing to set up in this case is an entitlement program and we have a 
slightly rigid set of rr^gulations and rules, quite naturally. As we talk 
about the various examples, unfortunately, some of them relate to 
individual discretion. Since financial aid officers can exercise discre- 
tion in the college-based programs ; but generally, you are correct ; you 
O . will find excei^tions to almost every case that we are describing 
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because \inclei* current programs there is discretion in tlie student 
financial aid ofHcer. 

Senator, if I may take the opportunity, as v:e read the connnittee 
report, our reading of it suggests that you did not wisli either of the 
sj'stems of tlie two sen'ices be adopted ; tliat the Federal systeiii should 
be similar to the act- and CSS systems but should be developed dif- 
ferently and tliat is indeed what ^ve have attempted to do. 

Senator Pell. I might say to my colleague from Minnesota that 
this provision on GI loans and social security ^vas put into the law 
and it was put in at the insistence of the House, despite your objection 
and mine. 

Senator MoxDALK. Thank you for reminding me. I di<^ object. 

Mr. VoiGT. To conclude then the discussion of effective student in- 
come, the social security benefits and the veterano benefits are the 
only items that are taken into account. We do not feel we can take into 
account the student's current-year income in the family contribu- 
tion determination system. It normally would be that the student 
api^lies for this program in March or April or even Mny. And it would 
be very difficult for him to try to estimate the amount of his income 
during that year. 

Mr. Ottixa. This is another one of the examples where we an 
taking a different position from the traditional one taken by the need 
analysis services. They do try to estimate the income that will be 
derived in the academic year and expect part of that assumed amount, 
if not all of it, as a contribution for educational purposes. 

We are taking the position that it is very difficult if not impossible 
for a student to estimate his income a year and some months ahead of 
time. Since we are talking about at best his basic grant covering 
one-half of his cost, he will be necessity need other resources to supple- 
ment the otlier 50 percent. By not expecting this income in this cal- 
culation we feel that this will provide an incentive to work and supple- 
ment tliis basic grant. 

Senator DoMrxiCK. We thought originally of using one of the two 
forms which have been used. And then v tJiought of writing a sched- 
ule oui^elves, but we couldn't do tha^. So we came to the conclusion 
that the understanding of the para^u-aph at the top of page 35 of 
the report that you would basically set the S'^hedule balancing the 
equities. 

Mr. OiTiXA. Mr. Chainnan, I thinl: that you will find that for a 
family of four, with one student attending a postsecondaiy institution 
that for almost all income levels we have done exactly that. 

Senator Moxdale. I respectfully dissent, Mv. Chairman. 

JSenator Pkll. Weil, this will come out as we move along. 

Senator Dominick. One more question. 

Getting back to these assets — what would pre^^ent a family from 
putting their property if they want to get full gi-ants for their chil- 
dren for education, in the cliildren's name? Then the family doesn't 
have any assets at all. If it is nonproductive land, the child doesn't have 
an income. So you have got a guy with a ^vhole bunch of land which 
is in the child's name, or in trust for him, 

Mr, OiTiNA. Senator, we treated the student's assets more harshly 
than we have tJie family's assets. In fact, I think you wi'jl find there is 
little advantage to doing that. 
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Senator DoMiNiCK.Wliat do you do if they put it in a trust? 
Mr. VoiGT. That would he considered as an asset. 
Senator Domixick. Whose asset? If lie put it in an irrevocable trust 
and nain- a few trustees ? We do that all the time for Cabinet officers. 
[Lau^nter.] 

Mr. VoiGT. We felt that since the student is the direct beneficiary of 
postsecondary education, we would expect him to invest a greater 
portion of his resources than his family would be expected to invest. 
We are expecting a contribution of 33 percent of a student's assets 
per year for each year that he is enrolled, which would leave him with 
some remaining assets at the end of his academic career. 

This is somewhat different from the servic°.s which divide a stu- 
dent's assets by the number of year's remaining in school. In our 
case, a student having assets of $500 would be expected to contribute 
$155 from his assets. The total contribution then from family income 
and assets are added to the student contribution and with that we 
arrive at a total family contribution for this student and his family 
pf $459. This amount would then be subtracted from the $1,400 maxi- 
mum grant, to arrive at the total of $931. This will be the amount 
shown on the certification that the student w^ill get back from the con- 
tractor. He would then send this notification to the particular insti- 
tution that he has chosen wih his application for admission. This 
concludes the review of the family determination for the dependent 
student. 

Next we turn to the contribution determination for an independent 
student. 

Senator Dominick. Let me just point out something here. 

You have in your example a family of four with the full income of 
$5,340, and a disposable income is $894, and you are expecting them to 
make a contribution of 50 percent of that to one child ? 

Mr. VoiGT. Well, let me 

Senator Dominick. Is this an error? 

Mr. VoiGT. As a student nssct, we are also looking at the 

Senator Dominick. A student in your example has a better car than 
I have. He's got a $500 car. 

Mr. VoiGT. We are not including consumer durables such as auto- 
mobiles and furniture. 

Senator Dominick. But you are still expecting them to make $165 
contribution from assets again, and I realize that this was put into 
the law. The que&tion is, in fact, how are they going to gobble up $459 
of an $894 disposable income, which is not discretionary. 

Mr. Ottina. First of all, this is not a typical example. The num- 
bers that we have used throughout are not numbers that yon would 
think you would find for a family with this kind of income. Wc made 
the example so that we could illustrate how various things change 
the cost. 

Second, if you lock at it, the expected family contribution is really 
derived in three pieces: the parental income, the parents' assets from 
which we expected a contribution of $150; and the student's assets 
which we assumed in this case was a bank account of $500. From that 
$500 came a portion of the total expected family contribution. This 
is not a typical family of four with this kind of family income. 



29 



Senator Dominick. But again \Ye come back to what type of assets 
we are using; and I guess this is what I am talking about. Now, what 
type of assets u.re we using ? 

Mr. VoiGT. We are expecting to be included in the assets such things 
as home equity, savings accounts, stocks and bonds, et cetera. We would 
not mchide consumer durables such as furniture, automobiles, and the 
like. 

In addition, I might also like to point out that we are taking into 
account the family expenses, living expenses, in the family-size offset ; 
and that this family does have an mcome of $5,600 from whicJi we ex- 
pect $179 and a contribution of $125 from parental assets plub a con- 
tribution of $165 from student assets. 

Senator Dominick. Well, I understand what yon are doing. I an. 
just not sure that's realistic ; I guess that's what I am :5ay Ing. 

Okay. 

Senator Pell. On. this emancipated student. Wh-.t if he is emanci- 
pated by the parent the year in which he applies for the grant ? As I 
understand your criteria, he has to be independent for 12 months; is 
that correct? 

Mr. VoiGT. That's right. 

Senator Pell. What happens in a case when a father says, "Son, you 
are now 18; you are on your own"? And therefore the kid won't 

Mr. VoiGT. The whole question of the definition of an independent 
student is one that is probably |Jie most difficult one that we dealt with. 
There are two real major inequities. In a grants program, you do not 
want to have instances where parents should get the grant for students 
who are on their own^ despite the fact that the family has a family 
hicome of $20,000. 

Senator Peul. What is the answer to my question ? 

Mr. VoiGT. Well, essentially you are correct — in order to me-^.t tho 
criteria for an independent student, he cannot have been claimed as 
an exemption on the parents income tax during the year of the applica- 
tion and the j)rior year. He could not have received more than $600 
from the family during this same time period ; and could not have 
lived at liome during that time period. 

Senator Pell. Do you have a form, in essen<"s, that covers the finan- 
cial equity ? 

Mr. VoiGT. We have considered that. The questions of equity are 
really very serious ones. We do not want to provide in this program any 
incentive for a student to become independent. We believe that the 
family is responsible to some extent for paying for the education of 
their children. In the example that you mention, where a father says 
you're 18; you're on your own, our policy is that the Federal Govern- 
ment should not be encouraging this Rind of thing. 

If the student were poor, coming from a poor family he would be 
getting a basic grant, whether he is dependent or independent. We do 
not want students coming from middle or upper-middle income fami- 
lies getting basic grants because their families have declared them in- 
stant independents. 

As I said earlier, it is one of the difficult questions that we have had 
to deal with. 
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In our example, then, for the independent student, we begin with 
the effective student income which is one-lialf of the veterans educa- 
tional benefits and social security educational benefits. We have treated 
them the same as we have treated those for dependent students. We 
then look at the gross income of the applicant, which in this case would 
be $1,100. Again we ask for the prior year income. 

We then look at other income of the student. In this case it is zero. 
Subtract the Federal income taxes paid to come up with an effective 
f4i,mily income for that student. For an independent student we also 
have a family-size offset* 

The family-size offset is $700. If the student has dependents, then 
the family-size offs^it is the same as for parents of dependent students. 

We also allow for the unusual -expense, offset and the employment- 
expense offset as we do for dependent students. Since this is a single 
student with no other offsets the total offset deducted would be $700 ; 
and the discretionary income would be $400. 

The contribution rate from discretionary income of the :ndepi^ndent 
students varies. 

For the independent student who is single, we expect about 75 per- 
cent of his discretionary income to be contributed toward his education. 
For a married student with no other dependent that expectation would 
be 50 percent; and for a student with dependents other than spouse 
it would be 40 percent. Again, we assume that since the student is a 
direct beneficiary of his education, he would be therefore expected to 
contribute more than his parents would be. 

We then look at the assets of the independent student and these as^ 
sets are treated in exactly the same manner as the assets of the depend- 
ent student. Here again we would divide his assets by one-third. In 
our case, that contribution would be $108, resulting in a total expected 
family contribution for an independent student oi $498. 

This then would be an example of the calculation of expected fam- 
ily contribution for the independent student. 

Recognizing the fact that he would be the direct beneficiary of his 
education, he would therefore be expected to contribute more than we 
would expect from a family with a student. 

Mr. Ottina. We have a set of examples that we have calculated 

Senator Mondale.^ Would you consider that a better formula? 

Mr. OniNA. No ; it is riot. This is only the schedule that we have 
proposed. 

Mr. VoiGT. The next chart is an example of awards at the full fund- 
ing level for the program at various family income and family con- 
tribution levels for different cost schools. 

For example, the student coming from a family making $4,000 has 
a zero family contribution. If he attended a $1,500 institution, which 
would be a low-tuition or no-tuition community college^ his award 
would be $750 because of the half cost limitation. 

If he attended an institution like a public 4-year State institution, 
his award might be, with the half-cost hmitation, $1,050. If he attended 
a higher-cost private institution, he would be eligible for the full $1,400 
maximum. A student coming from a family with $7,000 would be eli- 
gible for $750 at a $1,500 school, $940 at the $2,100 institution, and 
$940 at the institution costing $4,100. The student coming from a 
O $10,000 family, and having a family contribution oi $959, would in 
JC each case be eligible for an award of $441. 
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Mr. Ottika. I think that this chart illustrates some of the factors 
involved in the award-making process in that it shows the relation- 
ship of family contribution and cost. 

We have concluded with our testimony, Mr. Chairman. 

Senator Domixick. May I ask one question ? 

Senator Pell. Yes. 

Senator Dominick. In reviewing the series of charts that you gave 
us here, line 16 in the last sample is unreadable. I don't know what it 
says, but if it says ^'expected contribution for the educational proc- 
ess," then I am amazed, because it comes out at tliat point as more than 
the total income. 

Mr. VoiGT. In looking at the middle of the sample — total income of 
the student is $1,100. 

Senator Dominick. That is not the one we are talking about, 
Mr. VoiGT. Oh; I am sony. 

Senator Dominick. This is Charles Smith. He is an indapendent. 
As a Republican I differ. 

Mr. VoiGT. This is a student who had a veteran's benefit of $261 a 
month, which we are including as a direct contribution toward educa- 
tion simply because that amount, or at least half of itj was included in 
effective student income. 

Senator Dominick. I was just talking about Charles Smith.. Have 
you got him ? I am just trying to read line 16. 

Mr. VoiGT. Tlie total expected family contribution was $1,104. 

Senator Dominick. And yet his income is $990. 

Mr. VoiGT. His income is $990 if one-lialf of his eligible veteran's 
benefit is adjusted. Gross income for that prior year would be $3,285. 

Senator Dominick. Well, you have got an effective income of $990 
and you expect him to pay $1,104. That is what I would like to ask. 

Mr. VoTGT. The effective income, the definition of effective income in 
these proposed regulations, is only one-half of the veteran's and the so- 
cial security benefits received by the student for exiucational purposes. 

Tlie adjusted gross income for that year w^ould be $3,285, and he had 
other income of $185. That $990 is only one-half of his veterans benefits 
for that year. 

Senator Dominick. Well, his effective family income then is $3,428, 
of which you figure he is going to pay a third for his education per 
3''ear? 

Mr. VoiGT. Yes, sir. 

He is an independent student. 

Senator Dominick. We have a minimum of 25 percent on the rest 
of it. Here you have one-third. 

Mr. VoiGT. He is an independent student and he will be the direct 
beneficiary of his education. We take into account the size of the fam- 
ily; he can receive an allowance of a certain amount; and he also is 
receiving at the same time veteran's bei;efit directly for education of 
over $1,900 for that year. The $990 is included in that calculation of 
the family contribution. 

COST OF ATTENDANCE 

Senator Pell. The other principal element in the basic educational 
opportunity^ then, is the cost of attendance. 

Senator Javits wanted to know when the regulations on this would 
be available and can you give the committee at this time any idea of 
the elements included m how it will be completed ? 
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Mr. VoiGT. We are expecting to issue the reflations governing the 
cost of attendance and the items included under that sometime very 
early in March, 

^ >Ve would be including tuition and fees, room and board for students 
living off campus, 

Mr. Ottina. That ^vill be published for proposed ruling in about 
30 days' time. 

Thank you, Mr. Chairman. 

Senator Pell. Thank you. 

I am going to ask the witnesses to stay here while the other witnesses 
testify. 

Senator Moxdale. I should like to submit a number of hypothetical 
examples of students ir. various situations and ask you to calculate 
what you would do under the three formulas. 

Senator Pell. They will be included in the record, which will re- 
main open for other questions. 

Senator Dominick. I would just like to make this comment if I 
may. I think that, with the restrictions imposed on you by the law, you 
have done a pretty thorougli jo^b in trying to work this out, I am not 
sure that it is going to be right, but the problem may be in the law and 
not the regulations. 

Mr. OrriNA. Thank vou, Mr. Chairman. 

Senator Mondale. A ; I understand, the main principal source of 
Federal support for the .jtudont becomes the BEOG program. 

I think it may be reaching a maximum under the present law\ At 
least in the State of Minnesota I am told that 58 percent of the banks 
do not plan to increase student loans, and 62 percent did not plan to 
make loans in excess of the countrywide proportion that is available 
under present regulations. 

That being true, there are thousands of young people in the country, 
in my own State, wliose chances of going on to college depend on how 
this formula works or they won't be able to go on to college. 

It sebuis to me it is true that thousands of Minnesota farm children 
and children of the small businessmen are not going to be able to go 
on to college unless these regulations are changed. And if we try to 
make higher education available to all of our childi*eu without regard 
to the income of the family, so that more children can go on to college. 

We will shortly bo hearing from Mr. Haw^k, wlio is one of the wit- 
nesses from Minnesota* He says that under your proposed formula the 
fa'-^ily-assets rule would eifectiyely exclude a majority of low-income 
families and small-business families. Twelve percent of our population 
is on the farm; roughly 7 percent of the families are small business- 
men. The adjusted family income for farmers in Minnesota is $3,500 
a year. 

We are not talking about high-income people at all. We ar'^ talking 
about people who are below the official poverty level. 

The typical farmer in Minnesota needs net capital assets in excess 
of $34,000 to survive. Yet, under the proposed guidelines, any family 
with the net assets in excess of $34,000 automatically is excluded from 
the program. Now, that is a majority of the farm families and a high 
proportion of children of small business men who are disqualified to 
get to post secondary help from this program. 

Now, under the two alternative formulas, there is an asset formula, 
but what's unique about your proposal is a different asset formula. Can 
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you. change it to more realistically reflect the problems that I have 
described ? 

Mr. OmNA. Well, Mr. Senator, our understanding is that, in refer- 
ence to that, the services are having great difficulty in tlieir formula in 
trying to distinguish between liquid assets and nonliquid assets, and 
that they themselves are having second thoughts about their approach. 
Let me comment that ^ve did not work very, very long and very, veiy 
hardj second only to the independent student, on the treatment of 
assets. 

The i^roblem of eq^uity is one, by necessity, one is forced to make, 
and it is very, very difficult. A farmer who has assets of $35,000 is, by 
many standards, perhaps not entitled to a gi'ant for his children. 

Senator Mondale. Even though he makes an income by the use of 
that property of $3,500 a year ? 

You think he is in a position ot support liis child in any kind of 

Mr. Ottika. Well, it would seem to me — and I am expressing my 
opinion here — that he is — his circumstances are substantially different 
than someone who is living in New York City who may be making 
$5,000 or even $7,000. 

Senator M^ndale. Weil, I am concerned about the person in the 
city, too^ but there are alternative formulae which we can look at. I 
feel maybe we should consider that those assets of the farmer are there 
in theory only. Because the asset is essential to deriving any income 
at all from the propeity. And the income being derived is even now 
below^ the poverty line. 

How^ can you say that the assets are available to pay these costs for 
the child? 

Mr. O'rriXA. We studied long to devise such a foundation. We looked 
at this problem and were uuablo, to come up with what we thought was 
an equitable solution to the problem. 

Senator MoxDAUi. Well, I agree 

Mr. Ottina. And we came to this. 

Senator Mondale. Well, I mean do you deny that this w^ould effec- 
tively disentitle virtually all of the farm children in my State any 
help under the BEOG? 

Mr. Ottina. I don't know the statistics of your State that well. Cer- 
tainly, if someone had assets of $35,000, 5 percent of $35,000 by my cal- 
culation comes to $1,150, and that would severely impair any chauces 
of a grant. 

Senator Moxdale. Did you make a calculation on the assets of the 
farm — of ^vhat the assets on a farm must be in order to survive ? 

Mr. Ottixa. We did look at those. The problem was the other way 
around. Basically what we looked at was the asset holdings of families 
by income. 

Senator Moxdale. What should I tell the farmers of Minnesota: 
"'\Vell, we have looked at his problem and we looked at it the other way 
around and the kid can't go to college? 

How would you propose we answer that question ? 

Mr. OraxA. I find it very difficult. Senator, to justify in my mind 
proposing that a family who has assets of $50,000 should expect that 
the Federal Government should aw^ard their children gi*ants. 

Senator Moxdale. Well, if a person needs $35,000 to survive on the 
land, and by this formula there has been no money for those chil- 
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dren to go on to^ college, and the annual income of that farmer is 
$3,500 a year, which is below the strict poverty level, what would you 
suggest mat I tell that farmer as to how he might send his children to 
school? 

Mr. Ottika. I would suggest that he might be eligible for a loan. 
We have loan programs to which he could apply. 

Senator Mondale. What kind of loan would you suggest ? 

Mr. OiTiNA. There are State scholarship loans; there are student 
loans from the Federal Govemment. 

Senator Mondale. What, guaranteed loan programs? 

Mr. OiTiNA. Not the guaranteed portion of it, but, yes, loan pro- 
grams, Federal loan programs. 

Senator Mokdalb. But you would say that if he were to sell his 
farm— of course, he could sell his farm, couldn't he ? 

Mr. Ottika. He could. 

Senator Mondale. He doesn't want to do that. He has got $3,500 
a year in income for a family of three, and you tell him to take out 
a loan. 

Where would he get that loan ? 

Mr. Ottina. Well, I imagine there would be many banks who would 
be willing to loan $2,000 on a $30,000 farm. "V^Hiich is'the assumption 
that you have made. 

Mr. VoiGT. Senator, what does the $3,500 represent? His income 
here? His 

Senator Mondale. The median adjusted income, gross income for 
farmers in Minnesota, is $3,500 a year. 

Mr. Ottina. In our calculation at this point 

Senator Mondale. What ? 

Mr, OnrsA, From our calculation at this point, what does the 
$3,500 represent? 

Senator Mondale. Well, I am going to have a terrible situation in 
Minnesota to tell the farmers that they can't send the kids to school. 
I can't believe that an agency of tjie Federal Government would pro- 
pose a radical revision of existmg family-assistance loans which 
terminates and excludes farm children and children of small business- 
men. I just can't believe that there hasn't even been a calculation at 
this time. Again, that is your testimony. 

Mr, OrriNA. But we have. We looked at it from a different 

Senator Mondale. You have calculated the impact of the family 
plan. 

Mr. OmNA. Yes ; we have attempted to do that. There are several 
elements which come into play : it is very difficult here to take them 
into account. Take a farmer 

Senator Mondale. You had a formula that would take it into 
account. 

Mr. Ottina. I don't believe — we have not found 

Senator Mondale. Well , the others 

Mr. Ottina. Just take exemptions themselves — and we have a farm 
somewhere in your home State which has a value of $35,000. Pre- 
sumably that is a farmhouse, a piece of land, and various other farm 
equipment. 

All of what we are talking about in terms of housing allowance, 
etcetera, et cetera, would be not accounted for in your $35,000. So that 
he in a sense benefits from living on a fann as well. 
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If you go through the calculations that we introduce, there is an 
offset settlement oi $7,500. That is usually true. So that the whole 
calculation itself for a farm in the example you gave has a lot of bene- 
fits that accrue to the farmer by virtue of the fact that his home and 
business are coincident. 

Senator Mondale. Well, suppose he has a net asset of $3,500 and no 
income? Would he be entitled to anything under your formula? 

Mr. Ottina. We would subtract under that case $7,500 from $35,000, 
which is $27,500; take 5 percent of that, which is $1,250— right? 

Mr. VoiGT. Right. 

Mr. Ottixa. And that would be his expected family contribution; 
subtract that from $1,400, and he would have a maximum grant of 
$175, if my arithmetic is correct. 

Senator Mondale. So you have got a farmer whose farm is return- 
ing no income at all and you say we would give them $100. 

Mr. Ottixa. He lias a piece of property which has a market value 
of $35,000. 

Senator Dominick. We are talking about only one program, one 
type of grant program. 
Mr. Ottina. Yes. 

Senator Domixick. There are all types of loan programs 

Senator Mondale. I realize 

Senator Dominick. They didn't have a grant program before, so 
maybe they are better off 

Senator Mondale. Well, we had an EOG program which was very 
helpful in these areas ; and I am sure they didn't have any formula like 
this. We had the NDSL program. We had a guaranteed loan pro- 
gram 

Senator Dominick. Well, I agree with the Senator about the assets. 
But we wTOte it into the law. That is the problem. It is in the law. 

Senator Mondale. It is discretionary. I remember very clearly 
what we did at the time we M-ere considering this bill. We had in front 
of us two formulas with different computations. And we decided not to 
pick one as against the other but we said let's — based on roughly what 
these colleges can determine the family can contribute — ask the Fed- 
eral governmert to propose a formula. And now I think we have got a 
proposed Federal formula that radically changed it to the point that 
I am going to have to go home and tell the farmers of my State that 
not only have they had their disaster loans terminated, not only 
do they plait i:o terminate the farm programs, a coi^ple of farm pro- 
grams — ^niral electrification and rural telephone programs — rural 
housing, sewer and'water loans, but we are not going to let their kids go 
on to school, either. 

Now, they are not going to take that. I don't care how yen figure, 
they are not going to take it ; and if I have got something to say about 
it, they are not going to have to take it. Enough is enough ; and 1 think 
we had better take another look at that. 

Because, if you talk about assets that are free and clear in the hands 
of a wealthy person, and are not essential to the production of mini- 
mum income for the family, then I think you have got a formula that 
makes sense. But when you talk about encumbering or selling assets 
that are essential to deinve a minimum sub-povei'ty-Ieve] income, this 
O formula is ridiculous. 

ERIC 
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Mr. OiTiNA. To the best of our information the paper does take into 
account farm assets. 

Senator Moxdale. That is correct. I have said that many times. The 
difference is — and I think you ^vill find that some institutions make a 
practical distinction between assets tliat are essential for the deriva- 
tion of minimum income for the family and assets that are reasonably 
available to derive money to help students go on to college. 

Your formula makes no such distinction, in my opinion. 

Now, I would like to go to a second 

Mr. Oi'TiNA. Again, I don't 

Senator Pell. Could you stop a moment while the stenographer 
changes his paper? 
[Off the record.] 

Senator Mondale. The other thing is the ability of a family to pay, 
and the role of family size in determining this. 
Mr. Ottixa. That is in the record. 

Senator Mon^dam. Yes. My information is this: And, of course, all 
three formulas again do this. But you give less credit for a large family 
than the other to do. And I want to quote from Mr. Hawk here : 

As family size increases, the difference in contribution expected by the proposed 
procedure increases when compared to the ACT and OSS systems. This is * * * 
caused by inadequate family-size offsets in the procedure outlined in the guide- 
lines. * * ♦ 

It would appear that fnmily-size offsets are considerably below that which is 
required to maintain a family and that, as family size increases, the family- 
size offsets are increajsingly inadequate. The negative potential created by this 
procedure is emphasized by the fact that large families tend to be concentrate 
among the lower income segments of the population. 

Let's just deal with the question of family size for a minute. 

According to our computations for Minnesota, if your formula went 
into effect, with three dependent children, the family would contrib- 
ute $41S under ACT and $167 under CSS. This is a formula proposed 
for two parents, one parent employed— 2iet worta $15,000. 

And then, in one — in every one of these cases — as the family size 
increases, the amount of money in the proposed Federal formula would 
contribute to the BEOG* drops. 

Now, why would we have a formula which does not adequately ad- 
just for a large family? 

Mr. Ottina. Family contributions again were based on social 
security data and — it is to tbe best of our Imowledge, the best data 
available in terms the elements that we are tr3dng to figure. 

Senator Mondade. JTow, this good data that you received assures you 
that a family of two can live on $2,800 a year? 

Mr. Ottina. I am sure there are many families who live on $2,500 
a year. 

Senator MoNDAM. But is that the State of — $2,500 a year? 
Mr. Ottina. Would you like to discuss this ? 

Mr. VoiGT. The offsets are based on social security estimates which 
are updated annually. 

Senator Mondam. Well^ the BLS soys a family of four in an urban 
environment needs what — $4,000 — to live ? And that is below the star- 
vation level. 

Mr. Ottin-a. I think it ?s about $4,300 in our proposed system on a 
family of four. 
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Senator MonDxVLE. $4,300. And you have a figure somewhere for 
$2,800. 

Mr. Voi^T. $2,800 is for a family of two. Wo use $4,300 as an offset 
on a four-member family. 

Senator Mono ale. Is that two children? 

Mr. Ottina. No. The total size of the family — - 

Senator Mondale. Now, the same figure for BLS is $4,300. In other 
words, you are saying 

Mr. Ottika. We are also, at the same time, taking into account 
in family size a student who is in the institution ; we are taking his 
living costs into account. 

Mr. Ottixa. Let me just elaborate on that point somewhat. 

If we had four members in a family and one was attending post- 
secondary education, we would in the family offset include that stu- 
dent as one of four. So he would be in the offset calculation. 

"\^Tien we get into his cost of instruction, his living expenses would 
also be treated tliere. So that our treatment in some sense is generous. 

Senator Pell. I hope that that witnesses will stay around. 

Wliat I see happening here is that the administration is I'educing 
the amount cf money for education using the schedule as a vehicle. We 
in the Congress face something of a dilemma, because if we reject the 
formula now, it will be even more difficult getting it funded for this 
coming academic year. Yet when we drafted thi legislation the esti- 
mate ri the cost of this program was $1.2 billion, now it is a great 
deal less. 

If I am incorrect on this, I would appreciate your reaction. 

Mr. OrriNA. There is one significant change that luis occurred be- 
tween the two estimates you described; that is the reduction due to the 
treatnient of the veterans and social security educational benefits. That 
ditTerence i-educed the estimate of the total amount. 

Sr^nator Pell. Well, even taking that into account, would that ac- 
count for the difference. 

Mr. OrrrXA. We would bo pleased to provide an answer to that 
question. 

Senator Moxdalk. We didn't say — we didn't prescribe any particular 
treatment for either veterans or sr^^ial security. 

Mr. Ottina. Gentlemen, this is an estimate between $1.2 billion and 
$959 million, or a $241 million difference. 

Senator Moxdale. What we said is that half the veterans pay would 
be treated as income, and all the social security — the difference is you 
are treating it as a contribution for students. 

Senator Pkli . There is difference here. Anyway, this could be held 
as the intei-pretation. which could bo \vrong. You are interpreting it 
one way; we understood it another way. And perliaps, ^jecause jow 
have different budget liniits you have to interpret these things tightly ; 
and this is where we disagree with you. 

Mr. Ottina. Again, the d'iTerence in the estimate is only $241 
million, so that it isn't that $600 million that I thought we were 
referring to. 

Senator Pell. I thought it was $1.2 million, which was originally in 
here. He .said $600 million. 



ERIC 

6iiiiimir™rTirTn,in 93^927 0—73 6 



38 



Mr. Ottina. Tho $622 million is acknowledged not to be fiill fund- 
ing. Tlie $969 million is the amount that ^ve are- under this formula 
projecting as being full funding. 

Senator Pell. Right. And your intention for next year, would be 
tliG full funding? 

Mr. Ottina. Yes, sir. 

Senator Pell. But, of course, oui-s is also based on the viability of 
the other programs; tlie other ones must be continued. 

Senator Mondale. Mr* Hawk points out that about half the chil- 
dren of small businessmen in Minnesota will also be ineligible. They 
have assets theoretically, but not actually. And if they don^t have them, 
they can't produce an income. 

I would ask Mr. Hawk if he would give us an analysis. But if this 
works oiit the way this is supposed to — if it works out the way this 
thing is proposed, I think the people of Minnesota are going to say, 
"Senator, never help us again. We can't afford it." 

Senator Pell. Thank you. 

Will Mr. Eichard Hawk, executive director, Minnesota Higher 
Education Coordinatin/x Commission, please come forward. 

Senator Mondale. Thank you very much, Mr. Chairman. I do 
apologize but I did want to personally introduce our next witness, Mr. 
Richard Hawk, who is one of our most gifted educational thinkers in 
Minnesota and is executive director of the Minnesota Higher Educa- 
tion Coordinating Commission. 

I" think Minnesota last year was the only State which had the whole 
range of higher education and vocational education boards in a single 
panel before thesubcominitLee and Mr. Hawk was responsible for that. 
I think he did a vei*y excellent job of helping raise the fundamental 
policy questions which were posed. 

Senator Pell. Perhaps you would like to summarise your testimony, 
because some of it has already been ably summarized by the Senator 
from Minnesota. 

STATEMENT OF RICHAED HAWK, EXECUTIVE LIRECTOB, MINNE- 
SOTA HIGHEH EDUCATION COORDINATING COMMISSION 

Mr. Ha^vic. Mr. Chairman, Senator Mondale, thank you veiy much 
for this opportunity. I could not begin this testimony without com- 
mending you — each of you individually, and the members of this com- 
mittee as a group — for the excellent program which you authorized 
in establishing the BEGCr legislation. 

I will at your suggestion, Mr. Chairman, just summarize my testi- 
mony and make some references to it. 

Senator Pell. The full stf tement will be in the record. 

Mr. Ha^vk. Thank you very much. 

The way in which one views the BEOG guidelines is to some extent 
related to the anticipation with respect to funding for additional Fed- 
eral student aid programs. If indeed we are to have adequate funding 
for student aid through other means, then it seems that a vei'y stringent 
approach to determining the family contribution, hence the amount of 
the awai-d which might be available to a student, might *be appropriate. 

If we are to assume that BEOG is to be the total or the major pro- 
gram for providing assistance to permit students of this Nation, re- 
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gardless of their socioeconomic status, to pursue education beyond high 
school, then it is essential that the formula which is used for determin- 
ing the parental contribution be adequate for all people from all oc- 
cupations who need assistance for postsecondary education, 

benator Mondale has alluded to some of the concerns which ws have 
in Minnesota. I should say that the guidelines are not all bad. The peo- 
ple in the U.S. Office of Education have done an excellent job in at- 
tempting to cozne forth with a system which is sufficiently simple that 
it can be managed on a national level ; and they have provided an im- 
poitant service by proposing standards and definitions in areas which, 
because of varying definitionSj have been problems to the student-aid 
community for some time. 

We do, however, further believe that, if the guidelines are imple- 
mented in the present form, the full potential ff this program will not 
bo realized — and let me just suggest the problems that we see. 

First of alh, we don't see an appeals procedure for the student whose 
family or financial situation changes dramatically between the base 
year — which would be 1972 for an applicant applying for 1973-74— 
and the year in which the student will be enrolled. It seems to us there 
ought to be some provision for the student who is in a situation where 
he loses his father through death or the father loses his job, or some 
other unpredictable event occurs, which causes the previously sub- 
mitted financial information not to be representative of available 
resources. 

Second, we feel that the proposed procedure for evaluating family 
assets, as has been discussed here today, would effectively preclude aid 
to a niajority of students from lairal America who are involved in 
farming operations, and a considerable number of those who are in- 
volved in small retailing establishments with a valuable inventory and 
such equipment as is necessai^ for earning a basic living. 

Third, it seems to us, the proposed guidelines suggest an ability to 
contribute from both income and assets, which is not realistic when 
compared with other needs analysis procedures currently in use. The 
comparative example presented in table II of my prepared statement 
reveals that tlie contributions which are suggested for families iinder 
the proposed BEOG guidelines are an overexpectation of the amount 
resources which can be devoted to supporting a student in post- 
secondary education after basic family living expenses are met. 

Finally, I would reiterate the point that, as family size increases, 
the difierence in contribution expected by the proposed procedure in- 
creases when compared to the ACT and CSS procedures. We are very 
much concerned about this because of the tendency for families with 
large numbers of students to be concentrated at the lower end of the 
income distribution. 

Therefore, Mr. Chairman, my specific recommendations are, first of 
all, that an appeals procedure be incorporated into the proposed 
BEOG process to accommodate sudden financial changes for individ- 
ual students; 

Second, the evaluation of family assets should be modified to prevent 
the systematic exclusion of low-income farmers and small business 
owners from the BEOG program; 

Third, the family-size offset should be adjusted upward to more 
realistically represent the living expenses of larger families and to pro- 
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vide a more accurate assessment of parents' ability to pay regardless 
of family size. 

Finally, I would urge this committee to encourage timely imple- 
mentation of the BEOG program, to seek adequate funding for this 
program, and to continue to strive for adequate funding for other 
Federal student aid programs. 

Senator Pell. I would like to ask you a very tactical question. We 
in the Congress accept that the administration may take budget priori- 
ties with which we strongly disagree. 

Is the way to fight this to change the formula or to get the whole 
priority changed ? 

In that regard, if we reject this formula, which we have the power 
to do, and ask for a new formula, could the program really be able to 
get rolling for this coming academic year? With this formula, im- 
perfect as it is, unfair as it is as far as retail business people go at 
least we will be able to get going. We will also attempt to make sure 
that the administration, a law-and-order administration, follows the 
law and keeps the other programs in effect. 

Mr. HA^VK. Senator, you have identified the predicament which 
Congress finds itself in very well. Your judgment with respect to 
what is possible in terms of accomplishment in the Congress is better 
than mine. 

I think you have correctly identified what needs to be done. If 
BEOG is to be the sole or the major program, it would seem to me 
that the guidelines have to be changed. If in your judgment the Con- 
gress can move forward with adequate funding for other student-aid 
programs, then I think this problem is less severe. 

If BEOG is to be used as a base for meeting needs and you have 
adequate funding for other programs, students who do noib qualify 
under BEOG could be accommodated under the other programs. 

I think the unfortunate thingj Mr. Chairman, would be if you were 
to accept these guidelines and then not achieve adequate funding for 
the other student-aid programs, . 

Senator Mondale, You have heard the administration's witness and, 
assuming the administration's budget, along with the BEOG and CSS 
programs, do you — is it your opinion that these farm children and 
small businessmen's children could make arrangements otherwise for 
student aid? 

Mr. Hawk. Let me make this very clear : If the BEOG program were 
the only program, or the only program with anj^ significant amount of 
money, then we have a very severe problem with the present guide- 
lines. There is not another source to accommodate some of the people 
who would not be adequately accommodated under this program. 

Senator Mondale. This would dramatically and adversely affect 
young men and women from large families and families of small busi- 
nessmen? * . 

Mr. Hawk, Particularly those whom you mention, but it is our judg- 
ment that the guidelines are pretty stringent for all students. 

Senator Mondale, Let me get to the question of the size of the 
family. 

You testified directly that this does not, in your judgment, actually 
reflect the cost of raising a large family. Do you agree to that? 
Mr. Hawk. Yes, sir. 
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Senator Mondale. Would you submit, I would say rather quickly, 
by letter, what you would propose by way of an alternative plan to 
meet the objections that you have made ? 

Mr. Hawk. We will be happy to do so. 

[The information subsequently supplied follows :] 
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SupplcTnent to the 

STATKMDIT ny iUCI ARD C. KAVIK. tlXHCUTIVE DIP^CTOR 
MIUMKSOTA IIIGfjllP, KDCCATIClf COOP.DIIJATiriG COMfaSSlOII 

Prepared for the United Stcites Senate tlducation Subcommittee 

February 22, 1Q73 

My testimony recommends throe modifications to th« proposed uLOO guidelines: 
(1) An appeal procedure should be incorporated into the 
proposed BEOC program to acconr.odate sudden financial changes 
for individual students. 

(.2) The evaluation of family assets should be modified to 
prevent the systenatic exclusion of low incorr.e farmers and 
small b'JDiness owners from thT :iEOQ Prop.ran. 
(3) The Far.ily Size Offsets should be adjusted upward to 
more realistically represent the living expense*", of 3 \rp,er 
fafj.ilios to proviue a r.ore accurate assessment parents' . 
ability to pay reji^ardlosG of the fcmily size. 
Since the U. G. Office of Education ic developing an appeal procedure for the 
3E0G Program, this statericrjt will describe specific procedures for acccnpJ isiiin^ 
the latter tv;o recomn^endations - 

Procedures proposed ty the If. S. Office of Education for deriving a composite 
estimate of a fa.uly's ability to contribute tovjard educational costs treat incoTTic 
and net assets independentJy . Ex.cluRive consideration cf these tv/o elements of 
a family's financial Trtrength may^ and often dees, result in gross inequities in 
the corputation cf Hxpectcd Family Contributions. The financial strenf^th of 
fatniiies varies by Cl) the level ef disposable income, (2) the acount and nature 
of net assets, and (3) fanily size. A change iii any of these factors significantly 
affects a family ^s ability to r.eet basic naintenance and other costs. 
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A need assesssmcnt procedure, even in a simplistic form, should include 
and consider these related factors sirrjultaneously . Computation procedures 
based on these principles have been validated by econoinists and demonstrate 
that v;hcn net assets are considered toi;;eiher with income level, the distri- 
bution of fainilics by order of financinl strcn;^th varies considerably from 
the distributions ob trained ;;hen income and net assets are considered exclusively."'* 

V/hen current incon^ is less than that required to provide for basic 
maintenance of the family, net asset resources would be utilized and thereby 
reduced to enable the family to neet day to day expenses. Consequently j a 
family's ability to contribute toward educational conts from its stock of net 
assets should be diminished in direct proportion to its incone deficiency. 
Therefore, when family income is belov/ the level of basic maintenance requirements, 
the nej'ative expectation from ir.coine should bo used to reduce the positive 
expectation frcr. net asset resources. That proportion of net acsct resources 
required to suDplement incor.e to provide for basic naintenance should not be 
"taxed" to obtain an index of the family's ability to contribute toward educa- 
tional costs. Tlic ''tax'' on diaereti f.nary income nust, therefore, take into 
consideration the eler^ent of incor;.G deficiency (negative discretionary income) 
as well as the positive. Fach of the Gxarriplos which follow illustrate the 
principle of offsottin,p, negative expectations fror. incone v/ith expectations 
from not assets. The net L»fvect of t!iis procedure is to consic^er the income and 
assets of the family tcpether and to ruinirize the extent to v.'hich low income 
farmers with lar^'.e capital assets would he systenatically exeludad from the 
BnOG Proi;ratn. 

An additional adjustment to the traatnent of assets should be made to irore 
adequately reflect the potential drain on the Asset Ues>crve provided in the 
regulations . Both the income and net assets of a family are measures of its 

'•V/eisbrod, H.A. and Hanson; V.G.,"An Income - Kot Worth Anproaeh to Measuring 
Economic Welfare." The^Ar.c r i can ^'conori c nj^vjcu . Deccri>er, 196^1- pp. 1315-1329 
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financial stron^th. Goth the flow ond the stock of econonic Goods cnn ijupport 
current consumption. A.'>scsr.ment of a family's ability to pay for education 
must consider both of thcce resource elenents. Given a level of incone and a 
stock cf Gconomic goods, a family's ability to provide for education expenses 



The function of an as3Gt reserve is to provide for' basic maintenance of the 
family unit in the event of unforeseen enerRencies, e.g., temporal .unemploy- 
ment, unusual medical expenses durinc prolonged illness, losses from c-atastro- 
phies or in the case of death of a member of the family, for burial cypenses. 

Just as a proportion of fanily income, varying; by fandlji size, must provide 
for current nialntenancc expenses at n minirial level, so must a proportion of net 
assets be reserved to provide a financial resource for eDerj7,Gncies . The need 
for such reserves is directly related to the number of rembers in the family. 
The larger the f£imily, tho rrreater the potential for disaster as a consequence 
of unusual events. Therefore, the amount of the Asset Reserve should relate to 
family size sirilarly to that proportion of far.ily income required to provide 
for basic maintenance- for each member of the family unit. On the average, to 
provide equitdhle consideration for family size, it is fair and reasonable that 
the Asset Reserve should provide a financial resource approximating two units 
of current income required to provide for basic maintenance as propo£ied in Table I. 

Table I. Proposed Hat Asset Reserve by Family Size 



will vary with the nudjer in the family unit requiring support. 



Fam ily Siz e 



Reserve 



Differential 



2 (1 p, 2 ch) 

3 (2 p, 1 ch) 



7,500 
9 ,000 
10,500 
12,000 
13,500 
15,000 
16,500 
18,000 
19,500 
21 ,000 
22,500 



1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 
1,500 



H 
5 
6 
7 
8 
9" 
10 
11 
12 
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The other problem in the proposed rep^ulation relates to the unrealistic 
contribution expected froir ffirrily income, particularly frorr the income of 
largo families. 

The Family Size Offsets are, as pointed out in my testirrony, quite small 
and the increments for additional family inenbers appear to have little relation 
to the increment in expenses that a family would actually experience from adding 
another member to the family ► 

■ Alternative Family Size Offsets are provided below in Table II. Even though 
they are derived from a low standard of living budget , the allowances for family 
livin^T expenses are considerably above those contained in the proposed regula- 
tions, and they provide Family Size Offsets that more realistically represent 
the expenses families \fould encounter from an additional family njenber. 

Table II. A Comparison of Family Slae Offsets for -the Fanily Contribution 
Schedule for the BECG Program 

Family Size Offsets Alternative 



Family 


Contained 




Family Size 




Members 


in the Guidelines 


Differential 


Increnents 


Differential 


2 


\ $2, BOO 




$ 2,800 




3 


3,350 


$550 


3,950 


$1,150 


t[ 


n,300 


950 


5,310 


1,360 


5 


;* 1 5,050 'i 


750 


6,U20 


1,110 


6 


5,700 


700 


7,380 


950 


7 


6,300 


600 


8,120 


740 


8 


7,000 


700 


8,780 


• 560 


g 


7,700 


700 


9^0 


600 


10 


8,U0O 


700 


10,100 


660 


11 


9,100 


.V 700 


10,7P0 


660 


12 


9,Q00 


700 


11,420 


660 
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The Alternative ramily Size Offsets are those used in the need analysis 
system of tlic Airerican College Tenting Program. (For a detailed explanation of 
the derivation of these Offsets see the American- College Testing Program, 
1972 Revisions in the ACT Student Uced Analysis Ser vice) Iowa City, Iowa, 1972, 
pp. 10-15. 

It should be emphasized that these alternative Family Size Offsets are not 
derived from a budget that allows liberal living expenses for the family. Kathcr, 
they are derived from the consumption expenditures, adjusted to December 1971, 
that the Bureau of Labor Statistics identified as associated with a low standard 
of living, in the United States. They represent an approximation of the basic 
expenses required to maintain a family at a living standard that is above the povcr' 
level but considerably belovf the living standard experienced by a family living 
at the rrtedijn family income level. (3y con:parisoR, the consumption expenditures 
from the BLS moderate budget would be approximately 59 percent hi/;her and for the 
ELS high standard of living budg,et they would be 105 percent higher.) 

The three ir.odifi cat ions proposed above are responsive to the. rocownendations 
made when I testified l^ofore your committee's their adoption would provide for 
more equitable treatment of students under the BEOG Program. Dy considerini; 
assets and income together, applying the concept of negative discretionary 
income, lov; income farn;ers will not automatically be excluded from the ECOG 
Program. Similarly, the graduation of the Asset Reserve by size of family 
v/ould provide more equitable assessment of the contri bution that can be provided 
from family assets by recognizing that the potential drain on assets and the 
ability of families to accumulate assets are both directly affected by the size 
of the family. Finally, the Alternative Family Size Offsets indicated in Table 
II would result in more realistic expectations from family income v/hen 'actual 
expenditures required to maintain larger families are given proper consideration. 
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For your convenience and information, I have attached a comparison , for 
selected cases, of the expected contribution tHat v;ould bu produced by the proce 
dure outlined in the regulations and by the procedures as they would be modified 
by proposals outlined in this statement. I should add that each of the modifica 
tions I have proposed could be easily accommodated in the procedure contained 
in the regulations without changing the data collection instrument or the cal- 
culation schedule. 
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Senator Mondale. I "would suggest that you send a copy of that 
to the administration to see if they can't amend their plan to n fleet 
the problems that we face in Minnesota. I think if this proposal in 
its present form hits the Senate floor, even if we apprc)V8 it, and I 
hope we don't even then, I don't think the Senate ^"^'Ul accept it. 

I don't know how you are going to go home and sav ^\*e have got 
a new student assistance progi'am here that cuts out 'the children of 
small businessmen and farmers. I don't think it makes good sense. 

Senator Pell. I would like to ask Mr. Ottina if he would submit 
to us for the record what the grant would be under the ACT esti- 
mated formula and the CSS formula — and they are tlic examples that 
you used — what that would come out at? 

In addition, I would like to ask him a direct question. 

How amendable is your present formula, without legislation, for 
this committee believes very strongly indeed tliat you misinterpreted 
the meaning of veterans and social security income as a component 
of income? 

Mr. Ottina. Do you want me — may I be heard ? 
Senator Pell. Yes. Please. 

Mr. Ottina. Let me just comment that, first of all, we are going 
to have an appeals procedure for drafting changes; that wul be 
coming out in the second or third set of regulations and that will 
be shortly distributed. 

To your question, specifically, we have submitted to you onr pro- 
posal, our best estimate, and our best judgment on many factors which 
are, at best, subjective. We will quote data wherever possible to try 
to come forth with a good proposal. Very clearly, that proposal is 
for your consideration and the Congress consideration; and, und^r the 
law, you have the right to reject it and the right to comment on what 
the basis of that rejection is and, by the same law, we are required 
within 15 days to respond to you. 

Certainly many of the items that are involved are not of law, 
but a question of justice. And I think particularly we would need to 
await your judgment. 

Senator Pell. Thank you, sir. 

Our next witness is Mr. Richard Tombaugh, National Association 
of Student Financial Aid Administrators. 
I thank you for waiting and am very sorry for the delay. 

STATEMENT OP EICHAED L. TOMBAUGH, NATldNAL ASSOCIATION 
OP STUDENT PINAHCIAL AID ADMINISTRATORS 

Mr. Tombaugh. That is all right, Mr. Chairman. 

Mr. Chairman, I would like first of all to endorse the statements 
of the previous witness, because I think they are very cogent things 
that I want to express in my testimony. 

We appreciate the opportunity to provide our observations regard- 
ing the. proposed rules respecting the family-contribution schedule for 
basic educational opportunity grants. As you know, those proposals 
were made public on February 2. Our association decided not to dis- 
tribute the proposed rules to the membership after learning that the 
Office of Education was planning to provide a copy to each 
institution. 
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Unfortunately, we have recently discovered that the Office of Edu- 
cation mailing went to the institutional presidents, and as a result 
many iijiancial-aid officers have not yet seen the proposals, much less 
had the opportunity to evaluate their impact upon the students at that 
institution. We felt, however, that a prompt response was necessary, 
even on incomplete returns, if the needed congressiciiol approvals are 
to be given in time for this program to be operational by the coming 
academic year. 

As a profession, we would have preferred the use of one or both 
of the existing national need-analysis methods for computing the 
family contribution for BEOG. Our reasons are twofold : 

First, the expected contributions derived by the existing methods, 
at least at the economic levels to be served by this program, have 
been refined over the years and are found to be reasonable and prac- 
tical for most families. In fact, the two national services, at the 
urging of the Office of Education, have worked jointly to reduce previ- 
ously existing deviation of results hi order to provide a high order of 
consistency for Federal programs. 

Second, the use of existnig methods, would have been fa?* less 
confusing to the students and their families, who will now be con- 
fronted with two "family contributions," one for basic grants and 
another for other programs. While it appears that the results will 
not be greatljr different, at least in the majority of cases there will 
be variation and it will be confusing. Nevertheless, the Office of Edu- 
cation has gone ahead with a new method specifically for basic 
grants, and we must address ourselves to that proposition. 

Our association supports the attemj)ts of the Office of Education 
to make the method of computing family contribution as simple and 
uncluttered as possible. Such simplicity is necessary if the determina- 
tion is to be made totally objective and meet the apparent intent of 
the Congress to have a program with maximum consistency from 
student to student. 

We have had the opportunity to consult with the Office of Education 
about the family-contribution method from time to time and have been 
aware of the general approach they have taken. Wz are pleased to see 
that a number of suggestions offered by our association, and perhaps 
othersj have been incorporated into the proposed rules. While there 
are several elements of this proposed method which we as aid officers 
. would prefer to have handled in a different manner, timing is so im- 
portant and critical to this program that we do not wish to delay 
approval by suggestion of extensive modifications. However, there are 
some basic concerns about the proposal which we feel are worthy of 
full consideration because of the potential impact upon the most needy 
individuals. 

The greatest concern we have about the proposed rules is the treat- 
ment of social security benefits as a direct and total resource of the 
student. I realize that such a statement may be more appropriately 
addressed to the legislation itself, rather than the proposed rules. How- 
ever, there would seem to be some way for the Office of Education 
to respond if the intent of the Congress was found to be different 
than has been assumed by this proposal. 

The Office of Education has assumed that the authorizing legisla- 
tion intends that 100 percent of the student's social security benefits 
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is to be directly subtracted from the potential maximum award of 
$1,400, regardl^ of the financial circunist«ances of the family. This 
treatment overlooks two important considerations ; 

First, in low-income familiesj the social security benefits are badly 
needed to maintain the family home, even when the student is in school. 

Second, in larger families, a maximum benefit is re: ched and may 
not be affected by the student's attendance in school. 

Thus, no definite ^i mount can be directly attributable to the student's 
enrollment. If not in conflict with the intent of Congress, the problem 
could most effectively be resolved by providing for a negative figure in 
discretionary income and adding the student's effective income to that 
of the parents, at least until $1 of discretionary income resulted, 
with any remainder of the student's effective income going directly 
against the maximum grant. 

In other words, this proposes that the family that did not have suf- 
ficient resources of their own to even support themselves at the very 
minimal levels provided in the I'egulations to have a. supplement com- 
ing from that social security benefit that would allows them to a1 least 
maintain themselves. 

In the event that the Congress did not anticipate this problem and 
feels that :ach a treatment by the Office of Education would be in 
violation of the legislation, I suppose I have just testified for a legisla- 
tive change at some point in the future. I am not cimilarly concerned 
about the treatment of veterans benefits, as the Congress has been more 
generous in their exclusion of the first 50 percent. In fact, tlie same 
treatment for both types of benefits would have been well justified. 

The other potential source of major objection to the proposed rule 
is tlie treatment of assets, which calls for taxation of all net assets over 
$7,500 at the rate of 5 percent. And we have had a lot of discussion 
about that already this morning. This is a more strenuous taxation 
than is curi^ently utilised in need analysis and will cause significant 
variation in resultant family contributions where assets are involved. 

While it is quite true that the family is not being required to actually 
convert those assets to a cash payment, such an assessment then forces 
a larger contrib ition to be made from current income. If the family 
already has an absence of discretionary income, whidh is not now pro- 
posed to be carried as a naked figure, the asset assessment has no 
alternative source. If those assets are additionally nonliquid, the 
family-contribution expectation is certainly not a reasonable one. 

To protect against unreasonable taxation of assets when no discre- 
tionary income is available to finance an asset contribution in the event 
the assets are nonliquid, I would propose that a negative discretionary 
income figure be incorporated. In that way. any contribution from 
assets could "backfill," so to speak, the absence of discretionary in- 
come. When discretionary income reaches $1, the remaining asset 
contribution is utilized fully. 

When discretionary income exists, or where a substantial portion of 
the assets are of a liquid nature, the 5-percent assessment may not be 
unreasonable. However, it will eliminate, as has been pointed out by 
several witnesses this morning, a good many current educational op- 
portunity grant recipients whose families are self-employed from the 
eligible ranks for BEOG. 
Q I have attached to my testimony a brief summary of the effect of 

1^ J^(^" the proposed rules upon' 25 of the current EOG recipients at my insti- 
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tution. These are not selected cases, but a segment of an alphabetical 
listing. When histitutional costs exceed $2,800, as mine do, and there- 
fore the one-half-of-cost limitations are not operative, the effects of the 
proposed rules appear to be minimal. Only those cases involving social 
security or substantial assets seem to be huit by the BOG computations. 

In conclusion, Mr. Chairman, I would be remiss if I did not indicate 
that these conclusions have b'een drawn from the potential impact upon 
the students at a particular institution with a student body composition 
that may not be representative. My colleagues in other types of institu- 
tions ma^ find different results when they have the chance to evaluate 
the pi*oposals more thoroughly. There is no suitable way to test the 
impact except by usage. Therefore, I hope that the changes indicated 
above can be made and prop sed rules approved by the Congress 
rapidly. 

I would be pleased, Mr. Chainnan, to answer any questions the 
subcommittee might have, 

I would point out on the chart which follows, Mr. Chairman, that 
the BOG i>ize, indicated on the right-hand column, is based on the 
assumption that there is less than full funding ; and so the grants have 
^ been reduced by the formula, the percentages that are incorporated 
into the lepslation. The first set of reductions, in other vjords. 

Senator Pell. Thank you very much for your testimony. 

Mr. Ottina is ffoing lo have to leave foi' an appearance on the House 
side, and before he goes I want to again thank you for the presenta- 
tion today. While we didn't agree with some of your formula, and also 
take some umbrage to the d'iay, the time it is taking to move ahead 
this way, we do appreciate your appearance. And I/would just hoj^e 
that as time goes on it could be made more applicable, if that is 
possible. 

I would just like to say that, if the Congress moves ahead and, 
recognizing the lack in this foinnula, we may seek to fund all the 
student-assistance programs. Are there procedures to implement such 
funding? 

Mr, Ottina. Our presrnt pattern carries those activities through 
the — we are building up the staff that is to administer the BOG pro- 
gram currently ; on the first of July 1978, we would reduce and biiiii- 
iriate the staff of the other program. 

Thank you very much. 

Senator Pell. Thank you very much for being here. 

Now, in connection with your own suggestions this morning, do you 
see how student-aid administrators can themselves help in simplify- 
in^?: the program ? 

Mr. ToisiBAUGH. Well, it is veiy difficult to have a simplistic ap- 
proach to this and still provide a fair and equitable treatmentjthat the 
Senate and tlie House are both concerned about ; and when we simplify 
it overly, then you have even more of these inequities that h^ve been 
pointed out between the different kinds of living situations; that is, 
the size of the family, and that type thing. 

I am not sure that it would be greatly simplified over what the OflSce 
of Education ha.<^ already done. In fact, I think some of the changes 
that need to b^^ uiade^ to make it more equitable, in fact complicate it' 
perhaps to ? .iie degree. But I think what one previous witness said 
O is so very • *portant: that, if this is to be the major source of student 
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aid, then we are headed for a serious problem with regard to tnily 
needy students who just don't fall within the framework of these 
I'egulatibns. 

If it is not to be and the existing programs are to be funded at an 
adequate level, then those who are left o;it. of this program can be 
taken care of and done so in r.n equitable fashion. But I think that is a 
very cr^ tical assumption thti has to go along with any approval of 
this set of regulations, if it is to be done. 

Senator Pell. Thank you. Thank you very much for being here 
this moniing. 

Our final witness is Mr. James Bowman, the director of the financial 
aid student services, educational testing services. 

STATEMENT OF JAMES L. BOWMAN, DIRECTOR, FINANCIAL AID 
STUDIES ANTJ PROGRAMS, EDUCATIONAL TESTING SERVICE, 
PRINCETON, N.J. 

^ Mr. Bowman. Mr. Chairman, I appreciate the opportunity to pro- 
vide my observations regarding the proposed rules respecting the 
fairjily-contribation schedule for the basic educational opportunity 
grants^ 

At the outset, I must say that I appear before the subcommittee not 
as a repesentative of the educational testmg service but more in the 
area of an expert witness on means of determining family ability to 
pay for postsecondary education. 

My field is economics and I previously served as the director of 
financial aidj at the John Hopkins University. For the last decade, I 
have served as the principal economic consultant and architect of 
changes in one of the national need-analysis systems. 

Most recently, my work has been assisting several Latin American 
student-aid programs in the development of a model to measure eco- 
nomic well-being and the need fcr State subsidy. 

The proposed rules respecting the family contribution schedule for 
basic educational opportunity grants as developed by the Office of 
Education provide a relatively simply objective and workable method 
of measuring family eligibility for basic grant assistance. As sue'*., it 
provides foi* a syrtem that can determine grant elifdbility with maxi- 
mum consistency from student to student. I would urge their adop- 
tion at this time in order that the program can move forward. 

In considering the proposed rules, it should be kept in mind that 
analysis of economic well-being is not a static condition — on the con- 
trary, systems are quite evolutionary and responsive to changes in the 
Underlying economic variables. 

Within the national need-analysis systems, changes and refinements 
occur almost yearly, reflecting changes in the economy an i the student 
clientele that they tend to serve. 

I see no reason why the proposed rales cannot be seen as a first 
approximation of measuring basic grant eligibility and abject to 
change and refinement in the future at .nore information is developed 
about the student and his family through actual experience of the basic 
educational opportunity grant program. The following sugjgestions are 
refinements of the proposed rules that should be given serious consid- 
eration in subsequent yeai*s : 
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Concern has been expressed with respect to certain of the rules— 
namely, the fr.mily contribution expected from low-income families, 
the treatment of assets, and the provisions in the law on the treatment 
of social security benefits. 

I would like to address myself to these areas — keeping in mind that 
the proposed rules liave been developed to determine on an equitable 
basis the eli^bility .of students for basic ^'ants and not to determine 
family ability to pay for postsecondary education, which is, of course, 
the function of existnig need-analysis systems. 

Except for lowest hicome famiheSj the proposed family-contribution 
schedule approximates the contribution expected by the national 
systems. This, of course, primarily results from the use of a weighted 
average threshold at the low-income level as developed by the Social 
Security Administration. Low-income families could benefit more in 
the future if, like the national systems, the proposed schedule were to 
incorj)orate what we call negative contributions. The negative con- 
tribution recognizes that as femily income decreases families are dis- 
similar and should be treated unequally. 

Greater equity, I feel, could be established in the proposed rules 
if consideration were ffiven to incorporation of a "negative contribu- 
tion" rate in the family-contribution schedule. This, of course, could 
be utilized in two ways : 

Ideally, recognition should be given to the special budget needs of 
students from low socioeconomic families, and m particular those 
students from minority backgrounds. 

In these cases, the institutional budgets would be raised to the 
extent of the negative contribution. This would recognize not only 
explicit costs of college attendance for these students, but also the 
implicit costs to these families. 

As an alternative, where the implicit costs cannot be financially 
recognized, due to lack of funds or policy, the negative-contribution 
curve would serve as a I'anking device for existing funds. In such cases, 
students from low-income backgrounds vvould have a greater indi- 
cated need for financial assistance and would receive priority in the 
allocation of public-sector funds. 

Another area of concern relates to the proposed rule in the treat- 
ment of assets or more appmpriately the treatment of net worth in 
determining the family contribution. 

^ It has been pointed out by Mr. Tombaugli that the taxation of net 
wortii over $7,500 at the rate of 5 percent is a more strenuous taxation 
than currently utilized in the national need-analysis services and where 
net worth is nonliqnid, the family-contribution expectation is not a 
reasonable one. 

In measuring economic well-being for determining eligibility for 
basic g-rant assistance — as contrasted to measuring ability to make a 
cash contribution toward the pajmient of postsecondaiy educational 
costs — a dollar of assets must be considered to be a dollar of assets; 
to do otherwise Vv'ould be to violate one of the basic canons in taxation 
theoi-y — that pei-sons equally situat<id should be equally treated. 
Ceteris paribus, a family with a $10,000 income and $10,000 in home 
equity has the same relative economic well-being as a similar family 
with $10,000 income and $10,000 in assets. In terms of measuring basic 
grant eligibility tliey should be treated the same, and that is what the 
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proposed rules purport to do. As I have i)ointed out in a recent paper 
lor discussion by the financial aid community : 

However, It must be recognized that the computed expectation of what a 
'family ought to be able to contribute and its ready ability to make cash payr 
ments at a particular time may not necessarily coincide. Much depends on the 
liquidity of family assets and current commitments against family income that 
were not recognl7ed in the derivation of ability to pay. 

The expected contribution computed on the basis of a proper measure of 
resources and expectations may therefore exceed a family's accessible resources, 
both from liquid assets and current income. Such a situation ougiht not to be 
used, however, as a justification for reducing the parents expected contribution. 
Rather, it shoulC be seen for whaf^it is — a timing problem rather tiian a real 
need for subsidized assistance. 

It would justify the recommendation of a long-term loan to cover the difference 
between what tlie family eonld realistically pay out of current income and liquid 
assets and that expected contribution derived under the national standard of 
ability to pay. 

^ I feel that the comments expressed in this i)revious paper have equal 
via'bilitj^ for the basic grants program. Timing of cash receipts and 
the liquidity of assets should not be considered m measuring economic 
well-being for determining eligibility. 

The final area of concern that I would like to touch upon has to 
do with the proposed treatment of social security student benefits. 

I am in accord with the position taken by the National Association 
of Student Financial Aid Administrators that in many low-income 
families the social security benefits are badly needed to "maintain the 
f airiily home^ even when the student is in school. Indeed, data from the 
Social Secunty Administration would indicate that almost 95 percent 
of the payments attributable to student beneficiaries are paid 93 part 
of the family benefit check and not directly to the student. 

At the current time, many financial-aid administraix)rs and State 
scholarship programs recognize this factor by considering social secu- 
rity benefits as family income or direct benefits, depending on the 
income level of the family. 

I would like to suggest a means of recognizing different treatment 
of social security benefits based upon the economic conditions of the 
family, but suited to the basic rationale of the proposed eligibility 
criteria. The proposal is basically tliis — to the extent that the family- 
size offset is greater than the income from wages, salaries, et cetera, 
the social security benefit would be considered family income. To the 
extent that the social security benefit exceed the family-size offset, it 
would be treated as student income. 

The effect of this is to allow the family-size offset to be met in all 
cases. 

First, from regular family income; second, from social security 
student benefits if the first is not sulEcient 

Alternatively, the proposal can be looked upon as saying that social 
security student benefits should go entirely into education only if 
family needs are first met — ^just as the proposed rules say that par- 
ents' wages should go into family needs before they are taxed for 
educational expenses. 

I have attached a table that shows the effect of a $600 social 
security payment for students whose parents earn zero, $3,600, $4,000, 
and $6j000, both imder the pro|)osed rules and the alternative proposal 
presented here. The results, basically, are: 



55 



One, social security is taxed at 100 percent for all families above 
$4,300 in income; 

Two, social security is not taxed at all for incomes below $4,300 
minus the social security benefit; and 

Three, social security is taxed at a fractional rate in the income 
range between $4,300 minus social security and the family-size offset 
of $4,300, 

In general, the proposed approach provides that student benefits 
under social security are considered family income if the family 
cannot make enough to live at the low living standard — it is student 
income above that level, 

Mr. Chairman, I thank you for the opportunity to make these 
remarks and would be pleased to try to answer any questions that 
the subcommittee might have, 

(The table i-ef erred to follows :) 
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Senator Pell,. Do you think that a family farm should be included 
within family assets. What are your views on that? 

Mr. Bowman. Yes, I do, Senator. I am very much in favor of the 
concept that a dollar of assets is a dollar of assets. In both the existinfi" 
national systems, farm assets as well as business assets are considered 
along with other family assets. 

Senator Pell. What about the dictiun that Senator Mondale men- 
tioned, that a family has a $3,500 income on a $35,000 farm, but they 
need that faiTn in order to produce the income they have? 

Mr. Bowman. I recognize the problem that Senator Mondale has 
posed in the question. Senator Pell. My feeling is that the possession 
of a $35,000 farm, even though income is being derived from itj pre- 
supposes a measure of economic stability or well-being; that perhaps 
should not be subsidized by grant assistance of this nature. I think 
what we should consider is that the proposed rule measures grant 
eligibility and not financial need. 

There are, of course, other Federal programs; there are State pro- 
grams; there are institutional funds which would lend themselves 
to meeting financial need. 

I might say that part of the problem which is posed within the 
proposed rules, Senator, comes about from looking at separate con- 
tributions totals from income and from assets, whereas the national 
programs tend to convert a portion of assets into income — so. that total 
financial strength is measured. 

We Avould not ti-eat the fact that it was $35,000 in farmland or 
$35,000 in bonds any differently in terms of measuring the contribu- 
tion toward educational costs, although the liquidity is certainly 
different. 

Senator Pell. As regards liquidity, $35,000 in bonds actually 
produces income; a $35,000 farm is not producing income. 
Mr. Bowman. It is producing $3,500,*though. 
Senator Pell. Plus the f ann-demands work. 
Mr. Bowman. Yes ; there is that to it. 

Senator Pell. In bonds, there is not much work to it. [Lauglitei\] 

Mr. Bowman. The income from the bonds would be considered 
along with the value of the bonds. 

Senator Pell. But you would not consiuer the fact that there is 
work that is put into the farm, wliich means far more than the work 
that is put into the bonds* 

Mr. Bowman. The imputation of the owner's wages is not consid- 
ered ; that is correct. 

Senator Pkll. Shouldn't they be? 

Mr. Bowman. I think it would be very difficult. 

Senator Pell. Historically, has the CSS always considered farm 
assets? 

Mr. Bowman. It is currently considering farm assets or farms at 
estimated market value. Farm assets, witliiu the national systems, are 
treated equally as with the proposed rules of the Office of Education. 

The manner in which the expected contribution from those assets is 
derived is quite different. 

Senator Pell. Is this then the same procedure that was always 
applied ? 



58 



Mr. Bowman. No, it is not, Senator. Our procedures with respect to 
farm and business owners has varied considerably over the last decade. 
Prior to 1965, farm assets were considered at one-half their value, 
basically because of their illiquid nature and the fact that some por- 
tions of assets were necessary for income. 

In 1965, one of the national systems adopted a new attitude, con- 
sidering one-half of the farm's value less any outstanding indebtedness 
as an asset. 

Subsequent to that procedure, we had a progressive schedule for 
measuring the availability of farm assets which tended to favor tlie 
very small farms. 

Last year, this was changed on the recommendation of an economist 
at the University of North Carolina that liquidity should not be con- 
sidered a pi'oper basis for reducing economic strength in the case of 
farms and businesses, and we adopted beginning, I believe, last year, 
the utilization of the full net worth of the farm; that is, assets, less 
any outstanding debt to measure economic strength. 

Senator Pell. Well, thank you. 

Thank you very much for coming today, and in this case, for staying 
so long. 

At this time I order printed in the record all statements and per- 
tinent material submitted by persons unable to attend this hearing. 

[The foUdwing information was subsequently supplied for the 
record :] 
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. An Analysis of the Basic Educational Opportunity Grant Contribution Formula 
Prepared by: 

Richard Solomon, Director of Student .Financial Aid 

Joseph P. Wells, Director, Office of Federal Relacions 

City University of New York 

535 East 80 Street 

New York, New York 10021 

The City University of l^ew York wishes to take this opportunity to 
applaud the creation of a Basic Educational Opportunity Grants program 
(BOG), and to express our hope that the program ma;- be operational at 
the earliest practicable time. We also coimnend the U.S. Office of Educa- 
tion for its sincere and thoughtful attempt to devise a fair schedule of 
family contributions under the BOG progran. 

However, a comparative analysis of the proposed BOG tables of family 
contribution with those of the College Scholarship Service (CSS) as 
applied to our institution discloses a number of deficiencies in the BOG 
formula, which most seriously affect CUNY students from the lowest income 
families. 

Dependent Students 

1. BOG allows only federal taxes to be subtracted from the family's gross 
income. Si ate and local taxes should also be subtracted, as they con- 
siderably ^ educe the family' s effective resources . 

2. The BOG allowance for family size offset is lower and less realistic 
than that of CSS, especially for large families which are so often the 
neediest. 
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Page Two 

3. The BOG formula allows a medical offset only for expenses in excess 
of 20% of income. The Internal Revenue Service allows itemization 
after 3% and CSS allows offr>et after 5^. 

4. The BOG formula, unlike CSS, does not contain a negative income pro- 
vision for families whose offsets against income exceed their income. 
In other words, under the BOG formula a family whose discretionary 
income is $500 less than zero is considered to be in exactly the same 
financial shape as a family with zero discretionary income. This is 
patently unfair. A family whose discretionary income is belov zero, 
for example, should be allowed to use its assets to bring that income 
up to zero before taxing it for the family conLribution. 

5. It is completely justifiable to protect a portion ($7,500 under BOG) 
of a family's assets. However, CSS offers, similar protection to a 
portion of the family income where there are insufficient assets. 
Under the proposed BOG formula, a middle-class family's assets are 
protected but the small monthly savings of a poorer family are not. 
This protection could be provided by an extra allowance against dis- 
cretionary income for families who have not accrued assets. 

6. The BOG formula works unfairly upon families with more than one member 
in college. Under CSS, if a family with two college students has 
$100 in discretionary income, 50% of that amount would be assessed 

as the family contribution for each student ($50 for one and $50 for 
the other). BOG, on the other hand, would require that same family 
to contribute 70% of $100, or $70 for each student. That makes the 
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Page Three 

family contribution ($70 for each student, or $140) higher than the 
discretionary income ($100) was computed to be in the first place! 
The BOG formula is probably based on an assumption that all college 
students live away from their homes, which certainly does not apply 
to most of the nea^'y quarter million students at CUNY's twenty campus 
7. It is unreasonable to assess the total amount of Social Secvrity 
benefits as a student resource, because in low-income families the 
Social Security benefits are used to maintain the entire family. It 
is recommended that the Office of Education re-examine its interpre- 
tation of Congressional intent, so as to allow these funds to be 
considered family income rather than a direct student resource. 

Self-Supportinpc Students 

The inequities of the BOG formula regarding stafe tax deductions 
(//I above), family size offsets (//2) and negative income provisions (//3) 
apply with equal force to self-supporting students. In addition, it 
should be noted that: 

1. There is no provision in the BOG formula for self-supporting students 
whose spouses are also enrolled in college. In such instances, it is 
recommended that the total family contribution be divided in half. 

2. There is also no provision for a single, self-supporting student with 
dependents. The formula that is applied to married students with 
dependents should be applied to single students as well. 
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Pa^e Four 

we therefore respectfully urge the CormnltLee to devote very careful 
consideration to t.ese points before acting on .he BOG family contribution 
schedule as it has been proposed by the U.S. Office of Education. 



Martin L. Lefkovits, Director of Student Financial Aids 
at the State University of New York, has asked us to 
report that' he joins in this testimony on the basis of 
his own analysis of BOG's impact upon SUNY students. 
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February 12, 1973 



Honorable Claiborne Pell 
U. S. Senate 

Washington, D. C, 20510 

Dear Senator Pell: 

As President of the National Association 
of State Scholarship Programs I wish to express 
the Association's request for a Congressional 
appropriation to fund the State Incentive 
Program for the 1974 fiscal year at the $50 
million level authorized in the Higher Education 
Amendments of 1972, Funding of the State 
Incentive Program will dii-ectly enlarge educa- 
tional opporttinity for post-secondary students. 
Vie recognize, of course, that the advancement 
of such opportunity is fundamental to whatever 
final decisions Congress maizes with respect to 
student financial assistance programs. 



As members of an educational association 
and as individual taxpayers, we acknowledge the 
grave fiscal situation \rfiich the Congress faces 
and we also recognize that some reordering of 
priorities may be needed in support of higher 
education. The funding of the state Incentive 
Grant Program at $50 million is, however, an 
essential component in the student financial 
assistance programs? it will serve to stimiilate 
the initiation of State student grant programs, 
where none now exist, as well as to encourage 
the growth of on-going State programs. The 
federal fluids which are thereby directed to the 
State student aid programs will thus serve to 
provide some supplemental support to students 
in financial need. 
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Consistent with the intent of the Higher Ekiucation 
Amendments of 1972, the Association endorses the funding 
of the Basic Educational Opportunity Grant Program after 
appropriate f"»-.ding of the College Work Study, National 
Direct Student Loan and Supplemental Educational Opportunity 
Programs. We recognize that a ;evere timing problem exists 
with respect to the implementation of the Baric Educational 
Opportunity Grant Program for 1973-74 but believe the Pro- 
gram is operable if funded within a relatively early period. 

I am enclosing some material relative to the activity of 
the various State programs. The Association stands ready to 
be ot service to Congress in its consideration of appro- 
priations for the advancement of post-secondary educational 
opportunity for our students. 



Sincerely, 




WGH:bni 
Enclo store 
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1972-72 V*W'l^ROy.ADrjATE COin^REUEHSlVE STATE SCHOLARSlIIP/GRAtiT PROGRAM^ 



State fiivAed progima for fir^tuially needif uvderjvaduate students of tli 
s\ J,te to atte-fid cither public op private institutions of higher learning 
or private iy\stit'd:ions only, without the reauircr.cnt of a spcaific vcoa 
tioTicd preparation^ career choice ^ or military Beriyloe related benefit. 



U7I0UL Assocx.'iT TQ.:: or sta te rscaoLARSnxp pro grams 



September 2972 



STATES OF 



California 

ConnQcticut 

Florida 

Illinois 

Indiana 

Iob}a 



Vjinsas 

I-^c^yland 

Massaahncetts 

Michigan 

!^jinn^oota 

A'tju Jersey 



Hew York 

Ohio 

Oregon 

Pennsylvania 
Rriode Ir,land 
Tennessee 



Texas 
Vermont 
Washington 
Vest Virginia 
Wisconsin 



2he follow-ing staic^. have been reported to have passed en- 
abling tegislatl'jyi for conij^rch^x^isive programs but have rc- 
ceiV'?d no funrlir>g and/or are a-.aiting legal opinions thus 
prQ&iv.ding the provicion of 19? 2-7 Z acadcr.-iic year awards, 

Kcnti:r*l:if Neut Harrpshii^e 

kwccouri Jiorth Carolim 

Nebraska Oklahoma 
South Ca:->oliTia 
Virginia 



T^'cal iiL'jnbcr of ld'fT-7S Monetary Awardn - 670^0-10 
Toi-al Dollars ApL>ror.:'iatiid for 2 97 2-"/ 3 Auards - $23^^309,466 



t^oseph Ih Boyd 
:'.'o:iiautic^ Director 
Tllinoir: State ScJiDhirship Co^rMission 
P. 0. Bo;-: CO'/ Dcerficld, Illiyicio itttlS 
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COMPREHENSIVE PROGRAMS FOR NONPUBLIC COLLEGE STUDENTS ONLY 
1972 - 1973 



Iowa Tuition Grant Program $ 4,000,000 

Kansas Tuition Grants 1,000,000 

Michigcin Tuition Grant Program 5,200,000 

New Jersey Tuitiot. Aid Grants 3,570,000 

Texas Tuition tqualization Grant Program 3,000,000 

Washington Tuition Supplement Grant Program 854»545 

Wisconsin Tuiticn Grant Program 2,466,000 



$20,090,545 
[6,2% of all comprehensive programs) 



COMPREHENSIVE PROGRAMS HAVIMG GRANT (NON-COKPETITIVE) AWARDS 

1972 - 1973 



Connecticut 

Florida 

Illinois 

Indiana 

Iowa 

Kansas 

Massachusetts 
Michigan 
Mi nnesota 
New Jersey 



New York 

Ohio 

Oregon 

Pennsylvania 

Tennessee 

Texas 

Vermont 

Viashington 

Wisconsin 



College Continuation Grants $ 190,000. 

Restricted Educ. Achievement Grants 228,000 

Student Assistance Grants 360,000 

Monetary Award Program 51,400,000 

Educational Grants Program 7B0,000 

Tuition Grant Program 4,000,000 

Tuition G)'ant Program 1,000,000 

General Scholarships 8,000,000 

Tuition Grant Program 5,660,000 

Grant-in-Aid Program 2,200,000 

Tuition Aid Grants 3,570,000 

County College Grad, Scholarships 313,000 

Education?. 1 Opportunity Fund 12,200,000 

Scholar Incentive Awards 47,900,000 

Instructional Grants Program 16,000,000 

Need Grant Program 930,000 

State Scholarship Program 60,458,000 

Tuition Grant Program 1,200,000 

Tuition Equalization Grants 3,000,000 

Incentive Grant Program 2,505,000 

Tuition Suppler:ient Grant Program 854,545 

Need Grant Prograia • 826,020 

Tuition Grant Program 3,400,000 

Talent Incentive Program 48 5 , 000. 

$227,429,565 



(70. of all comprehensive programs) 
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SIGNIFICANT CHANGES IN PROGRAM/OPERATIOf^S 
IN OFFICES/AGEMCIES ADMINISTERING COMPREHENSIVE PROGRAMS 



CALIFORN IA 

Legislation increased number of State Scholarship awards from 3SS to 3 1/2% 
of high school graduates, effective 1973-74. 

Legislation increased maximum State Scholarship award value from $2000 to 
$2200, effective 1973-74. 

New awards in the College Opportunity Grant Program increased from 1,000 
to 2,000, effective 1972-73. 

FLORIDA 

Regents Scholarship Program is bfiing phased out; last freshman awards were 
made to 1970 high scfiool graduates. 

Student Assistance Grants Program is new, effective 1972-73. 
ILLINO IS 

Assi^^ti'ng of students at hospital schools of nursing and hospital allied 
hea rograms is effective 1972-73. 

Effective 1 972-73 ^ the definition of full time enrollment is 12 hours of 
credit for regular terms and 6 hours for summer sessions. 

lOVlA 

Maximum monetary av/ard in Scholarship Program decreased from $800 to $610 
for 1972-73 academic year due to funding restrictions and the increased 
tuitions at the state universities. 

KANSAS 

New Tuition Grant Program, effective 1972-73 academic year, funded in the 
amount of $1,000,000, for Students attending nonpublic colleges. 

MARYLAND 

General State Scholarship Program to be fully phased in in 1973-74 at 
m3xij<;um annual ratf; of $1,025,000. 

MICHI GAN 

Tuition Grant Program applicants no longer required to participate in 
State Scholarship examinations. 
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Significant Changes, Pago 2 



OHIO 



Transfer of functions (receipt of applications, determination of eli- 
gibility, and designation of av/ard v/inners) frcm the institutions to 
the Student Assistance Office of the Ohio Board of Regents, effective 
1972-73 academic year. 

PENNSYLVANIA 

Need will be adjusted (effective av/ard year 197?-73) to provide more 
liberal access to large fan'.ilies at upper incoriie levels to those 
faniiliys v/ith more trtan one student enrolled. 

TEXAS 

The Tuition Equalization Grants Program has been extended to include 
sophomores . 

WASHINGTON 

Effective 1972-73 av/ard year, applicc;"*-.ions for Need Grant Program 
through institutions rather than directly to Council by student. 
Expansion of program to independent st.udonts and sophoriiores with 
provision of one class per year expansion to all undergraduates by 

WISCONSIN 

1972-73 is the first year for honorary (no monetary) av;ards. Previ- 
ously all students received at least $100 regardless of need. 

.^Maximum grant in Tuition Grant Program increased from $650 to $900 be- 
' ginning with freshmen in 1972-73. 

New Talent incentive Program is VJisconsin's equivalent to federal EOG 
program. To insure that awards are concentrated on non- traditional 
studentSj applications are solicited from students. by the Agency's 
Talent Search Program. 
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MAXIMUM NUMBER (BY TYPE) OF IMSTITUTIONS 
WHERE COMPREHENSIVE PROGRAMS FOR A GIVEN STATE ARE APPLrCABLE 



1972-73 Academic Year 







T V P "P 
L L IT C 


T V C 
I ^ b 


T T 


T U T I 


0 N 


















Hospital 




jtUDJL IC 


P r i va ^ e 


Public 


Private 


Tech , 


Schls . of 


St&tze 


4"Year 


4" Yeor 


2"*Yfsar 


2- 


■Year 


Spec , 


Nursing 


California 


29 


65 


92 




5 


3 


0 


*Connecticut 


5 


13 


12 




3 


7 


7 


Flortc^a** 




21 


27 




0 


0 


0 


Illino/.s 


10 


58 


38 




8 


0 


30 


Indiana 


20 


34 


0 




0 


1 


0 


Iowa 


3 


26 


15 




6 


0 


16 


Kansas 


7 


17 


20 




4 


1 


0 


Maryland 


11 


19 


16 




2 


0 


0 


*Mas sachuse C ts 


15 


56 


16 




23 


0 


0 


Michigan 


15 


31 


29 




5 


8 


0 


Minnesota 


10 


20 


18 




4 


33 


46 


*New Jersey 


14 


21 


16 




6 


0 


19 


New York 


37 


96 


44 




20 


26 


70 


Ohio 


12 


51 


23 




2 




0 


Oregon 


6 


13 


13 




0 


1 


2 


^Pennsylvania 


18 


74 


14 




14 


0 


93 


4rRhodc Island 


U N 


R E S T R 


I C T E 


D 


SEE 


BEL 


0 W 


Tennessee 


11 


29 


9 




6 


3 


0 


Texas 


35 


0 


9 




0 


0 


0 


*Vennont 


4 


' 10 


1 




4 


1 


3 


Washington 


6 


11 


26 




0 


5 


0 


West Virginia 


10 


8 


5 




2 


0 


0 


Wisconsin 


13 


25 


14 




0 


16 


9 



*Awards also available at; out-of-state institutions 
*5^^'FiSures do not include 7 in - state religious institutions 
*-A-*includes 4 upper division state universities 
****Figures for techuical/speciali2ed schools included in public 2-year 



Rhode Island awards may be used at a quali^^ied institution of higher learning 
located in the U, S. or Canada which provides an organized course in instruc- 
tion of at least 2 years at the collegiate level which is either oper t ' 
by this state (Rhode Island) or is operated publicly or privately, no', 
profit, and which holds regional and/or national accredi':ation or is & 'd 
by the state in v^liich it is located. 
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CATECOrtJCAL PWCtiAMS REPORTED BY STATES WJTB COMPHEHE!fSlVS PROGRAM 
197Z " 1972 



CAlIFOR!JIA 

Craduato Fellovehip Program • . • 

Occupational Training CrantB 

Grantc to medical oahools in independent colleges, effective 197Z-7Z 

Capitation grants to California rr.cdical echoola for graduates of Mexican medical achoola 
COmECTJCU" 

State Work-Btitdu Proqram ^ 
Axxwdo to children of dcjeaBcd or disabled veterarte 

Illinois 

Scholars}iipB for dependents of Viet Nam priBonprs and men nrisBing in action, effective 
September, 1972 

Hatching grants to a ma^cirTum total of $150,000 for all qualifying for volunteer schol- 
arship progi^crxs cctablich:>d by student ni'ganisaticns at state supported senior 
cc/lleg0o cmd imivcrBitie.t, affective S^ep-^cnb-ir , 1972 

Language grantrt of $200,000 tctnl to v.nccrt'.fCed teachers who cx*e bi-lingual and who 
uish to beccr.e cer tified and to students vizking to attetid college who do not 
apeak English ,ic a prijvary Inngruage, effective ScpteTiber, 2972 

MAftYLAfin 

House of Delegates Scholarships 
Medical Scholar chipc 

Education of chilcrc\ of deceased or disabled veterans 
ProfeSFsional schotai'Dhipc 

Program for children of volunteer firemen killed in Vine of duty 
Progran for teachers of the deaf 

H \ssAcnush:TTs 

Scholarships for children of fire and police officers killed in line of duty 
Medical, Dental ^ iVur^ing Aixirds 
Special Education Ceholar ships 
Honor Scholarships 

ORECOri 

Co!Jr:unity College Awards 

RHODE ISLA f.'D 

Nurcituj Educrition 2'ecchcra* Schc ^r chips 
Bust-K'^fP Education Tt^achers* Scholarships 
War Oryiians' Saholarohips 

WISCO!:sj!i_ 

India^z Student Assiotance 
Tuition Rci''7]burr,cr:eni tvoarcm 
Educational i'.-:i>Kpo'Jcr Gvanhs 
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HAMRISON K, WtUUAMt. jn.,TIJ.. OiAtRMAN 



JJFHNIMS ItANOOtPH. W. VA. JACOfl K. JAVITS. N.V. 

CtAIBORHK PCLU PKTIR H. OOMINICX. OOLO. 

KOWARD H. KCSNIDY, MABM. KICtM^O S. S£KlVZfKOri M< 

OAYLAND NEUtON. WW. ■OB PAOtWOOO. ORXO. 

WALTZR MOHdALC. MINW. KOBKRT TAPT. JR.- OHIO 

THOMAS r. KAaUETW. MO. J . OLENN BKAtX> JR.. MO> 

AJLM* CRANBTON. CAUP.. ROURT T. STAPPORa, VT. 
HMJtOLD K. HUaHO, IOWA 

ADUU t U- 



"^Cniicb ^lctlii!& Senate 



COMMITTEE ON 
LABOR AND PUBLIC WELFARE 

Washington. D.c. zoslo 



.irCWAfTT K. MCdJURe, ITAFP DIRICTOR 

RoaznT m, hmlm, ocnetcai. csuHao. 



March 5, 1973 



The Honorable Cleiiborne Pell 
Chairman 

Subcommittee on Education 
Committee on Labor & Public V/elfare 
United States Senate 
Washington, D.C. 20510 

Dear Claiborne: 

The University of Califbrnia has pre.pared a memorandum 
regarding imp lament at io'n of the Basic Opportunity 
Grants program. I commend it to your attention and, 
If at all possible, vjould appreciate having it inserted 
Into the record of the February 22nd hearing. 

With best regards, J 



Alan 



Sincere 




iston 



Enclosure 
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rromL stwent assistance t a potkwial crisis tor 1973-74 



1 » Rnckr.round 

Prenldenc Nixon oucHr,ed new dlrecClono for fedci:?l ocudenc oonloConce in 
the b\idf,ct he recently subnlctcd to Congreso. The Preolde;:^*8 proponol would 
tUotrlbute the bulk of fedcrnl Etudent Aid chrouch cvo prpcrni.'>q: Boole 
Opportunity Grnnts (BOG) Or/d federfllZy Injured otudent loona. 

The nOG progrom, Introduced Into IcglRlntlon in the 1972 Arjencnients to the 
lUr.^er Educntlon Act, provldeo up to 31,A00 per year for o "otudent *b educntion, 
talnus tho nmount ho or his fomlly lo liccwcd able to contribute. In nv> cncc 
cnn nOG fundo co» ;r more thnn 50Z of the totnl coot. Anoumlng sufflcltnt fun{I?n. 
by Conp.reno, DCX" potentlnlly Innureo thnt till quoliflcd otu'lentu will ht. nIO.r 
to attend colluge. 

The two-progron propoonl — BOG ond federnlly Insured otudent lonno — con- 
otltutcs o conotructlve propoool for dcnllng with tlie problems of otudent n.'d 
and of providing expnnded opportunity for higher educntion. 

Thin yenr however, becnune of the Inte dnte of the Presldcnt'o proponn?. 
and the Inipletr ..totlon proceduren ntlll remaining for BOG to become functJ.onnl \ 
a potentlnl crlolti In student old oppenro ot hnnd. Thooe most nffected by 
thn crloln would be the very people vhoni BOG Is denlgned to benefit > — Ciiiidio 
nnd low-lncoce otudento, thone groups of Indlvlduolo ooat dependent on federrl 
oflolstnnce to begin or continue their post-secondary educotlon. 

Colleges ond universities try to notify new ond returning students by 
Arrll of the flnonclol old they con expect for the fnll term In Sepcenber. 
lUlo ollowR the student ond hlo fnrally the suDsner to plon reollotlcolly for 
i.'"'Jo In the forthcoming ocodemlc yenrt 

This yeor, as things now utond. the first terra in 1973-7A may be ncorlnc 
ito clooe before students con be told whst federol oQslstonce, If ony, they 
will fecelvCi The consequent hnrdshlp ond Inconvenience — to students, their 
famllleo, nnd the Inotltutlono they ottend — Is obvloua. 

The losuc of .the mooent is not the DOG concept,* rather, it Ifl the tltne 
required for Implementing Itt Thin is o orc-tlmr, not o continuing, problem. 
It con be nvolded If the White Houoe, the -ongrejs, ond higher educntion vlll . 
work together on a solution. But time Is runnlrg out. 



IT. Dimensions of the Problem 

The complex character of the BOG progrom Is such thnt, even oholild Congress 
glvo It Imnedlnte epprovol. It would be difficult to hove checko In the hondo 
of needy otudento beforo November (ond nony oboervers ploce the tlce well beyond 
thnt, pointln.-j to the experience of the Veternno Adtalnlntrotion In Itjplenentlns 
funding for tho dl Educntion benofltn In 19A5-46 nod 1951-52). 
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A briaf review of the easenclcl scepB In BOG atlll to be taken reflect 
the dlnenaiona of the problem* 

TARGET E.\TE ; Kld-Septenber 1973 - tltnc when the majority of atudents wfU 
be entering or rett-.aing to school and will need to know, and hopefully 
have Iti hand, their 1973-74 cri..*- i-wardg. 

Between now — mid-February — and the target dace^ the following etepa 
nuGt be taken to effectively implement the DOG progronr. 

a« Congreaa hoa to approve the program funding. 

b. An ngency haa to bo dcaiEnated to odnlnlator It. 

c« BOG application forms and financial guidelinea have to be prepared. 

d. Theae forma have to be distributed nationally to all high school aenioro 
and nil college, univeralty* and proprietary Inatitution atudcnca. 

e. Students, and their counsellors, have to underatand the dctaila of the 
new program, how it differs from the old, and what Is required for 
eligibility and purtlcipe'-AOt. In it. 

f* Students hr-va to ^jasemblc documentary evidence of all Incoac and naacta 
received or held by their familieas atudenta claiming financial 
independence from tholr porcnta will have Co ptovi-da antiolactory 
proof of auch independence. 

g. BOG application haa to b£? returned for agency process and review to 
determine individual eligibility "and level of BOG aupport. 

h. Aggregate aum of all BOG awards then has to be made to arrive at the 
total urogram coat, aanuaing full funding will be avalla^^c which, 
almcst certainly, it will not.* 

1. When the necessary reduction level la determined — to bring BOG 

awards into phase with funds appropriated — each nward will have to 
be reprocessed J using the reduction ratio nlrcady developed, to deter- 
mine the actual award. 

J. Agency haa to nc^Cify Individual students of "Veir BOG award. 

It» Checka have to be mailed. 

Hlatory auggesta that even establiahed federal prt^. is require a ai:?-to- 
elght raonth period from date of application until date o:* check dlBbursement^ 



*A Btooklnga Inatitute atudy, conducted laat ;ear, Indicatca a level almost 
double tlie Prealdent'a budget ret^ueat would be ticceaaary for full funding of 
DOG in 1973-74. 
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^ A new progron, and eapeclfllly one requiring the numeroua Implementntlon otcpa 
. of BOG, would aeem to require fi longer period; at least cl^ht months and, jcore 
Utcely, one year, 

Even If Congress vere to enact SOG In March, It would be almost InpoBslble 
for gtiidcnts to receive their checks before Novenber, while It lo not at nil 
unlikely that gtudcnts will atlll be awaiting their BOG awards In Jnnunry or 
later. 



nr. A Proposed :;ol'i c I^n 

If .he ImplenentQtlon of BOG proves as tine conoumlng as now nppenrfl likely 
and iC Che present fecleral student assistnucc progrnms arc allod'od to cxnlrf 
nt the end of Fiscal Year 1973 — then the result will be personal hnrdnhlp for 
otudentn nnd cnrapus administrative cl)ao!3. Such n combination mlcht veil sour 
many people in both government and higher education on the very concept of JJOG. 

Conatiquently, the following action Is recomended : 

a. Fund the Supplementary Opportunity Grant Program, the Work Study Pro- 
grami and the Student Loan Prop.rom at the levels required by 
Section 411(b)4 of the Higher Education Act of 1965 (aa anended) . 

This will pernl:: an orderly transition from the old to the now progrann 
Institutions know how much aHslatnnce vlll be iivallable for 

Fall 1973 In time to .idvlee studenta of the amounta of their Im'l- 
vid».(fll student aid awarda. Studenta and parents will thus -J'-CVo* :';e <' " 
^'^t^'y!*^s<'>^^^^ college costa.not covcrot!,-, 

k^fiw by^R«l6tanee-cnn-J>a-nec-iuitigl£CCorli.;^ prior t'o"Tfic" "conmcrTccmerit 

o the academic year. 

b. Inplenent the Basic Opportunity Grant program coRanenclng with the 
V'lnter Quarter or second Beraester of the 1973-1974 acndenlc year 
at the opproxlnntely $300 rallHon level. This vlll avert the riiss 
confusion certain to occur If the Fall 1973 target date for BOG'h 
Is retained. It will also give students and parents an opportunity 
to jjlan their affairs so that college coats, not covereJ by a BOG 
nw.ird can be met satisfactorily. Institutions will be able to 
effect a smooch transition from present policies to new ones. And, 
flnallyj the Administration and Congress will have giver the 30S 
nppronch a proper chance to prove Itself. 

c. If It Is the desire to atay within the President's t'ufidlng proposal 
of $877 nllllon for theae proBTama, then one or a coablniitlon of 
the fcur progrania would have ta he reduced. 
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cape 

■ Council For American Fr^ ate Education 

1t30l BrlU' H.ivon Poart >Mi^x:i(Kiu.i V'fi]^fM ?2J .J/ TH ( ;03} ?6a-3J49 

Mnt-ch 7, 197'J 



Honorable CLtibornu PcU 
United States Semite 
Washington, D. C. 20510 

Dear Senator Pell: 

Uc: Proposed Rule Making, Basie Edueational Opportunitj' 
Grants Program published in the Federal Register 
February 2, 1973. 

In determining the family eontribution regulations provide 190,30 (b) 
"the above formula shall be further adjusted. . .to take into eonsid- 
e ration the number of family members who will be in attendance in 
programs of postsccondary education during the aeademie year for 
whieh.basic grant assistance is requested." 

In the House version of the Higher Education Act which had included 
only the Supplementally Educational Opportunity Grant an amendment 
was added which took in consideration all educational expLns^^s not 
only postsucondapy. This amendment submitted by Congressma:i Schcuer 
of New York prevailed in the final version of this BiU as adopted by 
both houses of Congress. 

The Basic Opportunity Grant vas contained in the Senate Bill. When 
the House uassod the !ligher Education Bill and adopted the Scheuer 
otncndment there was never an op|3ortunity for the Senate to add a 
similar amendment to the Basic Opportunity Grant. Attempts to have 
the Scheuer amendment adopted in the Conference were ruled inadmis- 
sable by the T'arliainentarian, so u'e are told, flowcver, since the 
Senate rdopted the House version of the Supplementary Educational 
Grants, it must be assume ? that it was the intention of Congress to 
take all educational expenses into consideration when establisMng the 
expected family contributirn foi' dependent students. Wc^ therefore, 



Membtttv. Bontci af Par»?,h t<1uc.ati<ifi I u^^t>r.lrt CtMirrfi rSsr^nini S>nc - ►'ii.»fnS!. (iounn: of Ertiiciilion, NationnI Assoctnltoc ol 
Chfsli.in Schools. t.,Hn>ti„i fiSE,oci,iNiVi nt [:nisi;f';Ml Srfiools. rJaiK)i..(i *5s:>t.rint<iin of Iftdrpi'ncjfit -Scfioois. ri.-jr«a-'?.rl C;jl>->nl/L- 
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urge that the Senate recommend to the Office of fklucatlon, that in 
their final version of these rules, all educational expenses to be 
ttiken into consideration. 

Thank you. 
Respectful yours, 

Richard P. Thomsi n 
Executive Secretary 
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"jHCiiilcb Stoics ^cixntc 

COMMIT tEt ON 
ACRICULl URC ANO rontSTRV 
WASHINGtON. DC. 20510 

March 5, 1973 

Honorable Claiborne Pell, Chairman 
Subcommittee on Education of the 
Senate Labor and Public Welfare Cofrmittee 
Washington, D. C. 

Oear Senator Pel): 

It is ray understanding that the U. S. Office of Education recently 
presented to the Education Subcoinrittee their proposed family contribution 
schedule for the new Basic Opportunity Grants. 

Of grave concern to both educators and farm families in North 
Dakota fs the failure of the Office of Education to make any distinction 
between liquid and nonliquid assets. This could result in the children of 
small family fanners and small businessmen in North Dakota being either in- 
eligible for these grants or eligible for only a small portion of the 
authorized $1400 maximum grant. In most cases, if not in all cases, non- 
liquid assets are needed for the small fanrer or small businessman in the 
conduct of his fanning or business operations. Th^y really are not avail- 
able for any other purpose. 

As you know, small businessmen and family fanners are having a 
very difficult time making ends meet. While it is true thac most farm 
prices are quite good at the present time, farm operating costs are also 
rising at an alarming rate. This leav.2S available for purposes such as 
higher education a very small amount of the family's budget. If nonliquid 
assets used in farming or in the conduct of a small business must be con- 
sidered in connection with Basic Opportunity Grants » It would mean that the 
children of these families would be precluded from obtaining these fund*: 
which are so essential to their pursuing their educational goals because 
their families simply could not in this current period of Inflation totally 
provide fo** their education. 

I sincerely hope that when the final family contribution schedule 
is written it will recognize a distinction between these two types of assets. 



With warm personal reqards. 



Sincerely 



HRY:sv 



MILTON R. YOUNG 
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of the Chah-!""^' ^^"^ subcommittee stands adjourned subject to the call 

[Wliereupon, at 12:50 p.m., the subcommittee M'as adiourned to re- 
convene subject to til.; call of tlie Chair.] '^^umnnaa, ro i e 

o 
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